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HIV vaccine research 
What immune response 
should be stimulated? 
Pages 
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Greek banking 
Wave of acquisitions is 
prelude to restructuring 
Page 3 




Reporting Britain 

'.j-'piy investment 


WORLD NEWS 


Syrian president 
steps up pressure for 
Israeli peace move 

President Hafez ai-Assad of Syria 
warned yesterday that the Middle 
East could sink back Into war 
unless there was a settlement 

based on Israel returning Arab 
land. As he sought to increase 
pressure on Israel to resume peace 
talks, the Syrian leader icr the flret 
time said he was willing to meet 
Israeli prime minister Bergamin 
Netanyahu once Israel agreed to 
hand back the Golan Heights. 

Page 12; Assad mission. Page 4 

Ctabais wane of export surcharge 

Anatoly Chubais, Russia's chief 
negotiator with international finan- 
cial institutions, said Imports might 
soon carry a temporary surcharge 
to raise revenue and keep the 
trade balance m check. Page 12 

Repubficao health ptaa 

US Republicans announced a 
healthcare reform package 
designed to rival Democrat legisla- 
tion. The Republicans' focus is 
managed care plans. Page 4j 
Backlash agaimt managed care. 
Page 11 

Search on for new WTO chief 
Nominations opened yesterday for 
head of the World Trade Organisa- 
tion to succeed Renata Ruggiero • 
next year. Five aspirants have 
already declared an interest, and 
others may come forward before 
nominations dose on October 1. 
PageB 

Colombia peace deal struck 

Peace talks between Colombian 
guerrilla forces and citizens' groups 
ended in Germany with a deal pav- 
ing the way towards peace after 35 
years of armed conflict Rage 4 

Drags tsar vWb Heftertamb 

Bairy McCaffrey, president Bill 
Cfinton's 'drugs tear", arfves in 
the Netherlands today amid accu- 
sations that he misapplied statis- 
tics on drug-related crime. Page 2 

S Africa woks to gurtl violence 

South African troops are to - be sent 
to troubled KwaroJu-Natef province 
to qusntdpnQs that hdvn claimed 
24 0ves in the past 10 days. - 

Cbtaa Mte at smogtfng ‘coflUBten’ 

China's tight against smuggling is 
being hampered by the coHusfon of 
local governments, the mffltaty and 
the Communist Party, a People’s 
Dafly editorial says. 

Irish bomb suspect* chanted 

Four suspected Irish republicans 
were charged in a London court 
with trying to bomb the centre of 
the English capital last weak. ■ 
Security budget Page 7 

Karris till Turkish troops 

Kurdish rebels in south-east Turkey 
kffled 22 Turkish soWters In the sin- 
gle biggest blow Ankara has 
acknowledged for four years. 

Basque newspaper closed 

A Spanish judge shut down a 
newspaper and radio station sus- 
pected of links with Eta. The move 
came amid raids and the arrest of 
11 people accused of helping the 
Basque separatist group. Page 2 

Sudan trace declared 
Southern rebels In Sudan called a 
unilateral three-month ceasefire to 
help famine victims receive food 
but aid agendas said the decision 
by the Sudan People's liberation 
Army would do Dttfe good. 

tafia rejects Pakistani pteo 

India rejected a proposal by Pakis- 
tan for a bilateral nuclear test ban 
treaty. Two months ago India con- 
ducted its first nuclear tests In 24 
years, which Pakistan followed with 
tests of Its own. US dears way 
for wheat sales, Page 6 


BUSINESS NEWS 


Monsanto targets 
Europe with latest 
acquisition 

Monsanto, a pioneer of genaticdly 
engineered craps, paid£320m 
(3525m) to buy Plant Breeding 
International Cambridge tram Uni- 
(ever, adding expertise In wheat 
breeding with an eye to the Euro- 
pean market Page 13 

Alpha Group, one of Russia's 
biggest flnandai-industria! groups, 
is to merge its commercial bankfog 
operations included In Alpha Bank 
with the investment banking and 
stockbroking business of Alpha 
Kspital. Page 14 

WesMwrtsche l ao t te sba ak Is to 
shake up its Investment banking 
business, giving a tagger role to its 
DOaesktorf headquarters at the 
expense of London. Page 14 - 

Ford Motor Company, helped by 
cost cute and a buoyant market, 
reported a $2.4bn after-tax profit 
for the second quarter but said 
strikes that crippled production at 
rival GM had "no benefit" for Ford 
during the period. Page 13 

British Telecommunications, 
seeking a US partner since the «*- 
lapse of its proposed merger with 
MCI, could announce an affiance 
with a US company by the and of 
the month. Page 13 

Japan’s Ms fives broken - 

Nomura Securities, Datwa and 
Mkko Securities - saw first-quarter 
profits plunge as trading volumes 
and commissions were hit by 
increased competition from foreign 
brokers. Page 13 

Steps from Europe and North 
America are by-passing Japanese 
ports because of high costs and 
cumbersome regulations, accord- 
ing to Japan's min istry of trans- 
port. Page 6 

SHF of Sweden, (he world's tapcflng 
supplier of raffing bearings, blamed 
the Aslan economic crisis and 
weaker demand In the US and 
western Eiaxjpe for a 42 percent 
slide in second-quarter profits. 

PPBe. 1.4 .. 

Penapx, Mexico's state ofl 
monopoly, announced cuts in its 
investment budget tills year due to 
tow ofl prices, with exploration and 
production bearing the brunt of the 
cuts, page 4 

The US Commerce Department 
reported that the level of business 
Inventories fefl In May for the first 
time In two years. Page 4 

Had w*w Lew, the Indian 
subsidiary of UnBever, and five of 
its directors were cleared of insider 
trading. Pegs 5 

The US interoat music market is . 
expected to grow rapidly over the 
next few years to reach $1.1 bn ta 
2002; according to research pub- 
lished by Jupiter Communications, 
Page B 

Madtefink Worldwide of New York, 

Is buying UK tetavtaion consultancy 
and photographic agency London 
Bureau to create an integrated . 
television, radio, internet end pho- 
tographic service. Page 20 

Efidesa, Spate's biggest power 
company; said it and three other 
companies would build Spain's 
first electricity generation plant to 
ba fuelled by olive waste left over 
from production of ofive ofl. 

Page 2 
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Brussels may 
force smaller 
companies to 
consult staff 

Employers with as few as 20 employees 
could fall within proposed legislation 


EU foreign minister! 

Elbowed aside 
in the power gafiie L_ qbntinues to flow in 
Lionel Barber, Fags 10 -, : V^Jeparate section 

- yL 


By Hfctad SnOb te Braads 


European employers with as tew 
as 20 staff wffl be forced to con- 
sult their workforces far more 
widely under proposals betas cir- 
culated within the European 
Commission. 


Decisions on Issues, such as 
large-scale redundancies, could 
be reversed if employees could 
show they were not adequately 
consulted. 

Employers would also be 
required to consult their work- 
forces an subjects including pro- 
duction. sales and any plans for 
collective redundancies or to sell 


subsidiar ies. 

Although still in draft form, 
the proposals are causing con- 
sternation among employers who 
view them as Hkely to impose a 
costly burden. 

The UK and German govern- 
ments are likely to oppose any 
legislation, on the grounds that 
obliging companies operating in 
only one country to consult their 
workers is beyond the remit of 
the European Union. 

Existing EU legislation 
requires wmi H nartona] companies 
to consult their workforces 
widely hut there are tew obliga- 
tions on smaller companies. 

Padraig Flynn, EU employment 
commissioner, has mai)g clear his 
determination to increase infor- 
mation and consultation require' 
meats- for companies operating^ 
only in (me country and he is 
backed by follow commissioners. 

However, he has agreed to hold 
off publishing proposals until 
September in the hope that 
Unlce, the private sector employ- 
ers' organisation, will agree to 
Hite- talks with trade unions for 


a voluntary agreement on con- 
sulting workers. 

Mr Flynn has told Unice that 
he will only attempt to impose 
legislation if the employers con- 
tinue to resist the voluntary 
agreement he Has asked them to 
negotiate. 

Georges Jacobs, the Belgian 
businessman who recently took 
aver as president of Unice, has 
said he will find out whether 
members are ready to overturn 
their decision, earlier this year, 
to reject voluntary talks 

However, employers in coun- 
tries such as Germany, the UK, 
Greece and Portugal remain 
strongly opposed to voluntary 
consultation. Many believe the 
EU would be overstretching its 
authority if it applied union-wide 
obligations on information and 
consultation. 

Etuc, the European confedera- 
tion of hade unions, and Ceec, 
the public sector employers' 
organisation, have agreed to vol- 
untary talks but are unable to go 
ahead without Unice. 

European Commission officials 
stressed yesterday that Mr Flynn 
had not finally decided what size 
of company would be covered by 
a worker consultation directive. 

However, they said a fhraahnM 
of 20 staff would embrace only 
about 3 per cent of all European 
employers. 

The proposals would leave 
■member states a-Jarge amount of 
discretion in how to apply the 
directive, particularly on the 
issue of sanctions against compa- 
nies which foiled to apply its 
prtadptes- 

Any directive is likely to spec- 
ify the types of subjects to be 
covered by national legislation. 


Foreign minister 
is front runner to 
be Japanese PM 


By Atictayo Mows to te Tokyo 


Keizo Obucbi. Japan's foreign 
minister, has emerged as the 
front runner to succeed prime 
minister Ryntaro Hashhnoto, 
who resigned following the 
ruling Liberal Democratic party's 
defeat in upper bouse elections at 
the weekend. 

Mr Obuchi declared his hand 
yesterday to succeed Mr Haahi- 
moto as LDP president amid 
signs of growing support within 
the party. 

The leader of the LDP automat- 
ically becomes prime mfnfKfw as 
the party is the largest single 
entity in the more powerful lower 
house, which is expected to vote 
on the succession on July 30. 

Mr Obochl's emergence as the 
favourite weakened the yen In 
Tokyo trading yesterday. The 
currency fell from its previous 
dose of YPffl.90 against the dollar 
to YI4L35 in intra-day trading 
before rebounding to Y14Q.40. At 
hmdxtnqe in New York it stood 
at Y14045. Analysts believe Mr 
Obuchi lacks leadership skills, 

Mr Obuchi'a rivals, including 
Seiroku Kajiyama, former chief 
cabinet secretary, and Junichiro 
Koizumi, wriwiatar of health and 
welfare, have not yet declared 
their candidacy for the party 
post If the Obuchi bandwagon 
becomes unstoppable, it could 
result , in his election by consen- 
sus rather than in open contest 

Mr Obuchi was elected to par- 
liament in the «»p<» year as the 
man he hopes to. succeed, which 
places him at the top of the line 
of seniority, the yardstick gov- 
erning tihe distribution of senior 


jobs. He is powerfully placed to 
win the Job. He is the head of the 
largest LDP faction, which Is 
known as the “former Obuchi 
faction”, because officially the 
LDP TTimuta that there are no fac- 
tions within the party. 

Business leaders and the mar- 
kets support Mr Kajiyama, who 
has called for drastic measures to 
deal with Japanese banks' prob- 
lem loans and to revive the econ- 
omy. 

Turmoil within the LDP and Its 
weakened position In the upper 
house have heightened concerns 
that government plans for deal- 
tag with the country’s financial 
sector problems could be delayed, 

Takumi Nemoto, an MP and 
member of the LDP committee 
drawing up the government’s 
“Total Plan” for financial revital- 
isation, said yesterday that legis- 
lation required to Implement the 
plan could encounter problems in 
the extraordinary session of the 
Diet - parliament - scheduled to 
be convened later this month. 

"ff the Democratic party adopts 
a strategy of calling for a general 
election, rather than co-operating 
with the LDP. tt will become dif- 
ficult [to pass the legislation],” 
he said. The Democratic party Is 
the largest opposition party. 

The Total Plan Is the centre- 
piece of the government's pro- 
gramme to deal with Che banks' 
problem loans and turn around 
the economy. Key elements, such 
as legislation required to sat up a 
bridge bank to take over loans of 
failed institutions, must be 
passed in the Diet session. 
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About BJM0 people o a thertd tor the annual fire festival at NschMmsuura In Japan to see parishioners ctrylnp hugs 
torches up and down the Kumanonacta Shinto Shrine's 133 stone steps as part of n purification ceremony Peture: AP 


DUTCH AIRLINE SAYS ANALYSTS' FORECASTS FOR GROUP ARE OVER-OPTIMISTIC 


KLM warns problems at 
Schiphol may hit profits 


By .hmafimn Fort ta London and 
6ord<M Cranb In Amsterdam 

Operational difficulties at 
Amsterdam’s Schiphol airport 
could cost KLM, the Dutch flag- 
ship airline, up to FI lOC&n (£30ml 
in lost profits this year, the group 
said yesterday. 

It also warned that analysts' 
forecasts for the group were over- 
optimistic. f 

Hans Bruggink, group trea- 
surer, said the airline’s services 
hgri suffered extensive delays as 
a result of capacity constraints at 
the Schiphol airport, Europe's 
fourth busiest hub. 

“Our estimate is that these 
delays could cost between FL50- 
60m and FL 100m." Mr Bruggink 
said. ELM'S revenues have not 
been affected by the delays, but 
its costs have risen. 

Mr Bruggink's comments came 
a day after Leo van Wijk, ELM 
president, bad said he expected 
the group to report “double digit 
growth in operating profit” this 
year. 

Mr van Wljk’s statement bad 


allayed concerns about the 
group's substantial involvement 
with Asian countries. Over the 
past two days, the shares have 
risen 10 per cent to an all-time 
high of FI 97.70. 

Mr Bruggink said KLM would 
not undershoot Mr van Wfjk's 
forecast because of its problems 
at Schiphol. but confirmed that 
operating profit growth this year 
was likely to be “close to 10 per 
cent”. 

Most analysts have been fore- 
casting operating profits of about 
Fllbn in the current year to 
March 31 1999, an 18 per cent 
increase. 

“We are not saying that 18 per 
cent is impossible, but we would 
like to leave it at about 10 per 
cent Around FI 900m is close to 
the right figure," Mr Bruggink 
said. 

This is the first acknowledge- 
ment by KLM of the material 
costs it faces at Schiphol. They 
have been caused by environ- 
mental restrictions, poor 
weather, extensive construction 
work and teething problems with 


a new air traffic control system. 

In May, Mr van Wijk said the 
sqneeze at Schiphol meant the 
airline was not meeting all poten- 
tial demand than customers, and 
noise limits were creating delays. 
Together, these could cost “tens 
of millions of guilders on an 
annual basis”. 

Mr Bruggink said KLM was 
hopeful the new Dutch govern- 
ment, which is still taking shape 
following the general election in 
May, would lilt some of the 
harsher noise abatement restric- 
tions. “We think they will take 
steps to lift some of the measures 
that are dearly absurdities." 

The three parties making up 
the ruling coalition, are this 
week discussing the future of 
Schiphol. Both the airport and 
KLM are lobbying intensively for 
greater room to grow. 

Under an interim deal reached 
with the government in March, 
Schiphol will be allowed to odd 
more than 30, 000 take-offs and 
landtags this year to the 349AM 
recorded for 1997, and a further 
20,000 each year until 3003. 


Pore Scandinavian 



New Fares - More Flights 


Business in Scandmavu? Then ebons* 
the airline dun offers vuu both a greilrr 
dialer of departures from Heathrow to 
die ley cities of Denmark. Norway and 
Sweden - and an ottarthe tint range of 
discounted lares. The new disroums, 
available on travel between the I K and 
Scandinavia, enable SAS lb offer very 
competitive lares to more Scandinavian 
destinations than any other Airline. 

Our new 4-day advance-purchase Euror 
Saver fare offers you both an increased 
discount and the flexibility of changing 


your ticket, If yon ebangr yonr mind. 
Or. if you're planning to complete yoar 
Scandinavian business in ihe day. you can 
purchase nor of our ‘uaue-dav' EttroCluu 
return tickets - saving you £100 off the 
normal tire. 

Our new fares are available on (ravel 
From London and, in some cases, from 
Manchester, Dublin, tibogiiw, Edinburgh 
and Aberdeen. 

For our full range of Core* and qualifying 
conditions call yuor uwrt agent or SAS 
on 08+5 60 727 72?. 
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Spain shuts down Basque newspaper 


NEWS DIGEST 


EC8 RESERVES 


By Ton Bonis la Madrid 

Egin, a Basque newspaper 
and the mouthpiece of the 
area's radical nationalism, 
was closed down yesterday 
on the grounds that it was 
linked to the outlawed sepa- 
ratist organisation Eta. 

The unprecedented judi- 
cial fran followed the arrest 
of IX people closely associ- 
ated with the management 
of Egm's parent company on 
charges of belonging to the 
terrorist group. 


Call to 
convene 
Kosovo 
parliament 


Jaime Mayor Oreja, 
Spain's interior minister, 
said the shut-down was a 
significant blow to Eta's 
"flagship, to its lungs and to 
Its heart". The court order 
also closed down Egin's sis- 
ter radio station called Egin 
Irratia. 

.Egin, launched in 1977, 
employs a staff of 200. With 
daily sales of more than 
50,000 it has played a key 
role In shaping extreme 
Basque nationalism and 

maintaining its momentum. 


It is the first newspaper to 
be banned in Spain since the 
post-Franco constitution 
enshrined the principle of 
freedom of expression 20 
years ago. 

More than 350 police took 
part in a series of dawn raids 
on Egin's headquarters in 
the town of Hemani, close to 
San Sebastian, and on its 
editorial offices elsewhere in 
the Basque region. They con* 
fiscated numerous docu- 
ments, computers, photo- 
graphic processing 


equipment and production 
components from the news- 
paper's printing press and 
from its radio station's stu- 
dios. An Egin executive said 
the raids had effectively 
silenced the media group for 
the foreseeable fixture: Fafcri 
Zabaleta, a lawyer acting for 
Egin's parent company and a 
senior member of Herri 
Batasuna. Eta's political 
wing, said the ban on the 
newspaper bad "no parallel 
in western Europe." 

Mr Mayor Orqja said the 


police action was the result 
of a long judicial investiga- 
tion Into sources of Eta fin- 
ancing. 

The investigation has been 
conducted by Baltasar Gar- 
z6n, a Madrid judge who. has 
been at the centre of high- 
profile anti-terrorist eases in 
Spain. He ordered the clo- 
sure of the newspaper and 
radio station citing penal 
code provisions that allow 
businesses to be suspended 
if they are linked to criminal 
activities. Judge Garzfln 


ordered the arrest of u 
people In late May accused 
of running a network of com- 
panies allegedly set up by 
Eta in order to finance its 
operations. Mr Mayor Orqja 
said yesterday's action was 
the “second phase” of May’s 
detention orders. 

Egin forthrightly echoes 
Eta's platform for Basque 
independence and regularly 
prints the separatist group’s 
communique's claiming 
responsiMlly far its terrorist 
attacks. 


By David Buchan ta Pristina 

Kosovo's longest established 
Albanian party yesterday 
called For the local parlia- 
ment to convene, for the 
first timp since the province 
lost its autonomy eight years 
ago. in an attempt to halt its 
political decline in the face 
of the battlefield successes of 
the Kosovo Liberation Army 
(KLA). 

But the move by the Dem- 
ocratic League of Kosovo 
(LDK) to "constitute'' the 
parliament, in which it bolds 
90 out of 130 seats after Last 
March's clandestine election, 
was immediately contested 
by the parties that boycotted 
that polL 

II thus risks creating divi- 
sion instead of the unity the 
international community 
has urged on Kosovar Alba- 
nian politicians, to prepare 
for negotiations with Bel- 
grade. 

After dissolving the Kos- 
ovo assembly In 1990, the 
Serb authorities prosecuted 
Albanians for adopting a 
secret constitution and 
rafbsed to recognise their 
parallel "government” or 
subsequent "parliamentary 
elections”. 

But the success of the 
KLA in capturing about a 
third of the disputed prov- 
ince is fast making negotia- 
tion look attractive, with the 
pacifist leader of the LDK, 
Ibrahim Rugova, the best 
negotiating partner. 

The Parliamentary party 
of Kosovo (PPK), which with 
10 other parties and associa- 
tions boycotted the March 
poll, yesterday denounced 
the LDK move. 

The PPK is dominated by 
Adem Demaci, who served 28 
years in jail, while the other 
main party, the Albanian 
Democratic Movement, is 
also directed by former polit- 
ical prisoners. 

Both parties appear 
increasingly close to the 
KLA. Bajram Kosumi, PPK 
vice-president, said all Kos- 
ovo's political parties "are 
now in decline because of 
the war and of the strength- 
ening of the KLA", 

He stressed his party's role 
of complementing the KLA 
by using any future talks 
with Belgrade to speed the 
withdrawal of Serb security 
forces from Kosovo. 

But even Veton Surroi, the 
independent politician, yes- 
terday decried the LDK's 
attempt to build a legislature 
on elections "neither free 
nor fair in the western 
sense". It was "a futile 
attempt to stop the decline 
in the LDK's position". 

Mr Surroi complained the 
west had been overtaken by 
events. When the interna- 
tional Contact Group on 
Kosovo had first swung 
behind Mr Rogova, "the 
KLA had at most 1,000 fight- 
ers. Now it has 30,000; that 
could be 50,000 when the i 
Contact Group next meets". I 


Azeri president to put energy into charm offensive 

Heydar Aliyev will be using ali his resources, including huge 
reserves of gas and oil, to woo investors when he arrives in 
London on a state visit next week, writes Cariotta Gall 


A rmed with several oil 
contracts and accompa- 
nied by Baku’s chamber 
orchestra. President Heydar 
Aliyev of Azerbaijan is pre- 
paring a charm offensive for 
his state visit to Britain next 
week. 

The 75-year-old veteran 
communist, framer politburo 
member and KGB general, 
wifi be welcomed by the 
Queen, not least because his 
country sits astride great 
reserves of oil and gas and is 
a source of business for 
nearly 100 British compa- 
nies. 

In turn Mr Aliyev is set on 
greater integration with the 
west, including full co-opera- 
tion with Nato under the 
Partnership for Peace pro- 
gramme. 

Mr Aliyev will also be 
wooing further investment 
for his struggling country of 
7.5m people. The three oil 
deals expected to be signed 
during his visit, with UK 
companies Ramco, British 
Petroleum and Monument 
Ofl and Gas, are worth more 
than $5bn to Azerbaijan. 

Mr Aliyev has embraced 
the western way of doing 
business. In an interview 
with the FT this week he 
passionately defended the 12 
production sharing agree- 
ments he has signed so far 
with foreign oil consortia to 
explore and develop the Cas- 
pian shelf off the coast of 
Azerbaijan. 

He countered local criti- . 
dsm, that the government is 
giving away its riches and 


should wait until it could 
afford to develop its own 
resources itself, as unrealis- 
tic. Azerbaijan had neither 
the technology, the equip- 
ment nor the money to do it 
alone, be said. 

He also dismissed the 
argument that the deals 
favour foreign companies at 
Azerbaijan’s expense. "We 
are not such fools that we do 
not know what is good for 
us,” he said. "Of course we 
would even like better condi- 
tions but today we have to 
do what is possible." 

Nevertheless, he voiced 
support for the Azerbaijan 
State Oil Company, Socar, in 
its argument with the lead- 
ing international consor- 
tium. the Azerbaijan Inter- 
national Operating 
Company, over the escalat- 
ing costs of the new export 
pipeline through Georgia to 
the Black Sea. 

"If the cost of the pipeline 
Is almost doubled, it will nat- 
urally diminish the profits Of 
Socar. and quite justifiably 
Socar does not agree to 
that,” he said. 

Mr Aliyev describes him- 
self these days as, above all, 
a patriot. He first became 
leader of Azerbaijan nearly 
29 years ago as Communist 
Party secretary. He spent 
five years in the politburo in 
the 1980s, and then five 
years in disgrace after being 
sacked by Mikhail Gorba- 
chev. 

He 'made a comeback in : 
1993 in what most observers 
describe as a coup d’etat, but 


which Mr Aliyev saw as 
stepping into a power 
vacuum to save the 
country. 

"Imagine, in Azerbaijan, 
there was not a man to be 
found except Aliyev who 
would take responsibility,” 
be said. 

"I am a patriot of my 
homeland, my people, a man 
who above all values the 
independence that Azerbai- 
jan has achieved. Today I am 
building a democratic state 
in Azerbaijan.” 

‘ His good record on estab- 
lishing stability and law and 
order are undeniable and 
businessmen and financiers 
readily commend his eco- 
nomic reforms. 



Heydar Alysv, president of Azer baija n: keen to secure ofl deala 


H 


e has brought a war- 
torn country with 
hyper-inflation to the 
beginnings of growth in less 
than four years. "He thinks 
he is the only man who can 
get the country through this 
period and he’s not wrong," 
said one western financial 
observer. 

But Mr Aliyev's record on 
democracy remains uncon- 
vincing. “Aliyev believes 
they have to change but his 
understanding of democracy 
is limited,” said one diplo- 
mat in Baku. 

With presidential elections 
approaching in October, he 
has made some effort to con- 
form with international 
norms, ordering amend- 
■ments-^o. ttflynlebtioxL law to 
include demands from the 
opposition parties who are 


threatening to boycott the 
poll 

But undemocratic controls 
remain, not least censorship 
of the press, which is still 
practised even if it has eased 
over the years. 

Opposition parties com- 
plain of the lack of freedom 
of assembly and access to 
national television and radio 
and of harassment and 
intimidation by the police. 

Mr Aliyev abolished the 
death penalty earlier this 
year, meeting one of the 
main demands of the Conn- 
ell of Europe. which is cur- 
rently assessing Azerbaijan's 
application to join. But polit- 
ical prisoners remain locked 
up! and human rights organi- 


Analysts said Mr Aliyev’s 
deepest instincts are 
unchanged. There is a near 
cult of personality surround- 
ing him and he is quick to 
remove or discredit potential 
rivals. Criminal Investiga- 
tions hang Over all hiS main 
political opponents, includ- 
ing Abulfaz Elchibey, former 
president and leader of the 
Popular Front and Rasul 
Gully ev, former speaker of 
the parliament who now 
lives in the US. 

There is little doubt Mr 
Aliyev will win a second 
term as president "Ee ls an 
extremely good tactician, 
way ahead of anyone in the 
opposition," said one west- 
ern diplomat For foreign. 


sationsr-hav'd criticised this governments aaeE- busteesses 
police for their brutal treat- there is still only one person 
ment of detainees. to deal with In Azerbaijan. 


Move to speed car 
accident compensation 


By Samer Isfcandar 
in Strasbourg and 
C h ristop he r Adams to London 


Proposals by the European 
Parliament to speed the pay- 
ment of compensation to vic- 
tims of car accidents threat- 
ens to increase costs 
significantly for insurance 
companies, which could be 
required to subsidise the fail- 
ure of rivals to settle claims. 

The European Parliament 
is expected today to approve 
a set of proposals which, if 
enacted, would make it 
easier for drivers involved in 
accidents outside their home 
country to obtain compensa- 
tion. 

About half a milli on car 
owners suffer crashes while 
travelling abroad within the 
European Union. But set- 
tling a related insurance 
claim is often a laborious 
process, which has been 
known to take years. 

A report by Willi Rothley. 
parliamentary rapporteur, 
has called on member states 
to create compensation 
funds, which would ensure 
that legitimate claims were 


met quickly. The funds 
would take action if insurers 
foiled to appoint a represen- 
tative or make a settlement 
offs- within three months of 
receiving a claim. 

Because of language barri- 
ers, the complexity of legal 
systems in different member 
states and the reluctance of 
same insurers to pay, many 
policyholders find it difficult 
to obtain compensation. 

The report said that claims 
taken to court in another 
country were up to IS times 
more expensive than domes- 
tic ones, and took on average 
eight years to settle. 

About 90 per cent of 
claims are settled out of 
court 

The report also called for 
the creation of information 
centres that would keep 
records of cars registered 
everywhere in the EU, 
including details of insur- 
ance policies and drivers. 

Insurance companies 
would be required to appoint 
representatives in each 
member state. 

The plans may encounter 
resistance from sections of 


the insurance community, 
particularly from smaller 
companies which do not 
have the infrastructure of 
larger competitors. Many 
could incur huge additional 
costs if all the proposals 
were to be adopted. 

"This is a bit like using a 
sledgehammer to crack a 
nut" said an official at CGU, 
the UK-based insurer. “We’d 
give it a cautious welcome, 
but we'd like to think we're 
relatively good at settling 
lasses .” 

The Association of British 
Insurers said: "While we 
have no problem with the 
principle, it's important to 
ensure this is a proportion- 
ate response, which doesn't 
create unnecessary 
expense-” 

Allianz, Germany's biggest 
insurer, said that it would 
have no difficulty with 
the new legislation, which 
must stiff undergo a second 
reading even if It is approved 

today- 

Direct Line, the UK tele- 
phone-based insurer, already 
had representatives in most 
EU states. 


EU applicants 
agree deadline 


By Christopher BoMasM 
Jo Warsaw 


The five central European 
applicants for European 
Union membership and 
Cyprus have agreed to meet 
a September deadline to 
push for substantive talks 
with Brussels while setting 
an ambitious target of 2002 
for full EU membership 
readiness. 

The agreement came -in 
Ljubliana, the Slovenian cap- 
ital, earlier this week where 
negotiators from Poland, the 
Czech Republic, Hungary, 
Estonia. Slovenia and 
Cyprus met to compare prog- 
ress on their applications. 

Since April all six have 
been engaged in a screening 
process in Brussels under 
which their legislation is 
examined to make It coordi- 
nate with the EU*s. This is 
expected to raid on July I 
1909 with a review of finance 
and budget issues. 

However, the six are anx- 
ious to start membership 
negotiations on those chap- 
ters already screened. They 
agreed to present precise 


position papers on seven of 
the ten screened areas. 

Austria, which currently 
holds the EU presidency, has 
said it wfll then be in a posi- 
. tion to urge the 15 member 
countries to start negotia- 
tions in these areas. 

The seven areas on which 
all six want to start negotia- 
tions are -science and 
research, telecom and infor- 
mation technologies, educa- 
tion and tr aining , culture 
and audio-visual policies, 
industrial policy, sm a ll and 
medium sized enterprises 
and common foreign and 
security policy. Of these the 
six countries foresee prob- 
lems mainly in talks on tele- 
communications and audio- 
visual policy. 

The EU is expected to 
react cautiously to the bid 
by the six countries to start 
membership talks and they 
may face more questions 
about their position papers 
than they had expected. The 
final decision on member- 
ship talks remains with the 
council of ministers of the 15 
members who will discuss 
the subject In November. 
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NETHERLANDS CLINTON’S DRUGS TSAR CLAIMS NARCOTICS-RELATED MURDERS TWICE THE AMERICAN RATE 


Dutch in a daze over US drug data 


By Gordon Cramb in Amsterdam 


President Bill Clinton's 
"drugs tsar" arrives in the 
Netherlands today amid 
accusations over US statis- 
tics on drug-related crime. 

Barry McCaffrey, the 
retired general who directs 
the US Office of National 
Drug Control Policy, began a 
European tour this week by 
denouncing as an "unmiti- 
gated disaster" the tolerant 
Dutch approach to illicit 
drugs. He said this was 
reflected in an incidence of 
murder twice the American 
rate per head of population. 

Tlie Hague's sober-sided 
statistical officials said there 
were only L8 murders a year 
for every 100,000 Dutch resi- 
dents. Mr McCaffrey had 
m a i ntai n ed that, compared 


with the US figure of 8.2, the 
Dutch score was 17.6. That 
number does show up in 
Dutch data - but as the pro- 
portion of attempted homi- 
cides. 

“He is comparing apples 
with pears," the foreign min- 
istry said. One was still four 
and a half times more likely 
to be murdered in the US 
than in the Netherlands. 
Hans van Mierlo, the foreign 
minister, made his displea- 
sure dear. 

On Tuesday he “invited 
the US ambassador for a dis- 
cussion,'' one diplomatic 
step short of a carpeting. 

The foreign, justice and 
health ministries issued a 
joint statement saying: "The 
impression had been gained 
that Mr McCaffrey was com- 
ing to the Netherlands to 


familiarise himself on the 
spot with Dutch drugs pol- 
icy. The Netherlands would 
not exclude the possibility 
that if Mr McCaffrey fami- 
liarises himself with the 
results of Dutch policy, he 
will bring his views more 
closely into line with the 
facts." 

The Dutch operate the 
west's most liberal drug pol- 
icy. Cannabis, though offi- 
cially illegal, may openly be 
bought and sold ixr small 
quantities - authorities are 
mare interested in ensuring 
"coffee shops” pay tax than 
investigating their sources 
of supply. Even for hard 
drugs, the end user is gener- 
ally safe from prosecution. 

They argue that by tolerat- 
ing the retail trade in canna- 
bis. young people are kept 


away from dealers who 
might hire them on to mare 
noxious, and profitable, 
lines. The approach has 
recently drawn sympathetic 
attention in countries such 
as France and Germany, but 
no European government 
has indicated a readiness to 
try the Dutch way. 

Mr McCaffrey yesterday 
retracted a comment that 
Dutch policies were “putting 
American children at risk." 
but did not immediately dis- 
tance himself from the dis- 
puted crime statistics. Wash- 
ington officials sought to 
limit the damage, with 
James Rubin, state depart- 
ment spokesman, stressing 
the "dose working relation- 
ship in the fight against 
drug trafficking”. 

Dutch dignity on the sub- 


ject has been impaired, how- 
ever. by the arrest within 
the past week of three 
Dutchmarines In Curacao, 
part of the Netherlands 
Antilles. They and others are 
accused of attempting to 
smuggle 125 kg of cocaine to 
the Netherlands using a mil- 
itary aircraft which was 
deployed there as part of a 
co-ordinated anti-drug opera- 
tion. 

The US is particularly anx- 
ious to stem drugs ship- 
ments in its Caribbean “back 
yard". 

Mr McCaffrey has mean- 
while made dear he win not 
be Inspecting tbe wares at 
an Amsterdam coffee shop, 
saying: “I am not sure there 
is much to be learnt from 
watching somebody smoking 
pot” 


Duisenberg defends 
decision on deposits 

The exact level of-mMuum reserves to be deposited by 
barks with the European Central Bank wlff be determined by 
November at the latest, according to Wbn Duisenberg, the 
ECS president 

Last weeks decision forcing banks to deposit the equiva- 
lent of 1.5- Z5 per cent of their deposits with the EC8 was 
criticise d by banks across the European Union as anachronis- 
tic. Mr Duisenberg, however, defended It yesterday, saying It 
was "particularly Important in stabilising money market inter- 
est rates". 

Presenting the final annual report of the European Monetary 
Institute, which was superseded on July 1 by the ECS, Mr 
Duisenberg told members of the European Parliament "The 
Improvement in the economic situation In the EU seen last 
year, and which is expected to continue In 1998, [wffl] provide 
a very satisfactory starting point for monetary union. ’ 

Mr Duisenberg also urged parliamentarians to defiver an 
opinion on the collection of EU-wide statistics at the next par- 
liamentary session to September, in artier far EU economics 
and finance ministers to adopt the necessary EU legislation. 

"This Is of particular importance to the ECB because it wffl 
need to base its decisions on euro area-wide statistics, partic- 
ularly monetary and balance of payments statistics,” Mr Duis- 
enberg said. Samer Iskander, Strasbourg 

BANK SECRECY^ 

Vienna may have to change law 

Anonymous savings aocounts may be banned in Austria after 
the European Commission said It would take the government 
to court this month because Its bank secrecy laws did not 
comply with European Union gukteflnes on money laundering. 

"If the case at the European Court of Justice goes through, 
then Austria will have to aboiish anonymity,” said Rudolf 
Edflnger, foe finance minister. 

Austria, unlike other EU countries, allows bank customers 
to open savings accounts up to a Omit of Sch200,000 
($15,600) without any proof of identity. The privilege applies 
only to Austrian citizens but this is difficult to enforce and 
there are about 25m anonymous savings accounts in a popu- 
lation of 8m. 

The Brussels Commission appealed to Austria to do away 
with anonymity even before It entered the EU in 1995 and 
shortly afterwards began foe process of taking Austria to 
court Eric Frey, Vienna 


GERMAN MOTOR INDUSTRY 

'Dynamic 1 growth for 1998 

Germany's motor industry raised production by 7 per cent in 
the first six months of this year to 2.78m vehicles, and growth 
prospects continue favourable until next year, the German 
motor industry association (VDA) said. The figures come amid 
growing signs that foe country's economic growth is becom- 
ing more broadly based. 

Bemd Gottechaik, president of foe VDA, said foe industry 
was now putting up a dynamic performance after the prob- 
lems of the early 1990s. The motor sector trad created 45,000 
jobs since foe end of 1996, including 20,000 in the first four 
months of this year. Investments from end-1996 to the end oF 
i: 1998 would total some DM50bn ($27. /bn). 

The VDA sdd vehicle exports in the first six months rose by 
8 per cent to 1.68m vehicles. Car exports were 7 per cent 
higher at 1 -56m units, with production also up by 7 per cent 
to 2J>9m. Exports of trucks and commercial vehicles rose by 
11 per cent to 120.500 vehicles, with production 10 per cent 
higher at 187,300. 

Motor industry turnover In foe first four months of this year 
increased by 13 per cent Andrew Fisher, Frankfort 


CAUCASUS VIOLENCE 

UN official shot dead 

A member of the United Nations military observer team In 
Georgia was shot dead outside her home in the capital Tbilisi 
late on Tuesday, an Interior Ministry spokesman said yester- 
day. He said she was Marta-Magdalena Wewtorska, a 31- 
year-old Pole who bBgan working for the head of the UN 
observer mission three weeks ago. 

Ninety unarmed UN military observers are based In Georgia, 
where they are helping a 1,500-strong Russian contingent to 
keep the peace between the former Soviet republic and its 
breakaway region of Abkhazia on the Black Sea coast 
Abkhazia has enjoyed do facto Independence since a 
1992-93 war In which up to 10,000 people were killed. About 
150,000 ethnic Georgians were forced to flee. President 
Eduard Shevardnadze of Georgia, a former Soviet foreign 
minister, has called for UN military intervention in Abkhazia. 
Reuters, Tbffisi 


GERMAN TELECOMS 

91,000 new jobs forecast 

Germany's telecommunication market will create 91 ,000 jobs 
in 1998. the national telecoms regulator reported yesterday. 

According to KJaus-Digter Scheurie, the jobs would, In foe 
median term, more than compensate for cuts at Deutsche 
Teletom AG, the partly privatised former state monopoly. 
Over the lest two years, the telecoms sector has created 
more than 100,000 jobs, with newly formed companies 
accounting for 23,000 jobs In 1997 atone. 

The number of companies offering telecoms sen/toes has 
risen by 16 per cent to 1,276 in the first half of this year. 

Germany opened its rrwket for telecommunications to 
competition on January 1 and, according to Mr Scheurie, its 
laws are now among the most liberal in the world. He cited 
the 70 per cent drop in the price for a national can since 
deregulation began as proof of its success. 

The regulation authority expects the telecoms market to 
grow by 10 per cent this year, compared to 8 per cent in 
Europe. 

Growth has been particularly high In mobile phones, where 
the number of customers has risen by 29.5 per cent to 10.1m 
in the first half of 1998. Tobias Buck, Bonn 


NEW ENERGY SOURCES 



Olive power for Spain 

Spain's biggest power company, Endesa, said yesterday it 
and three other companies would build Spain's first ofive-fu- 
efled electricity generation plant 
The plant wfll be situated in Ciudad Real, dose to the prov- 
ince of Jaen, where most of Spain's dives are grown, and will 
bwn the mashed dhre waste left over from dive oil making. 

"Because of Hs high energy and low humidity It’s a good 
fad that has tradfttonally been used in homes and various 
Industries," Endesa said in a statement 
Endesa's Cogeneradon y Renewables unit, along with Pina 
Bajo Aragon and Acettes Pina, have set up Energia de la 
Mancha and wfll invest Pta2.6bn ($17m) in building the power 
plant it a® bum sound 83,000 tomes a year of dive waste, 
the equivalent of 30,000 tomes of dl, and have a generating 
capacity of 14MW. Reuters, Madrid 
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.Scramble for Greek banks speeds up 
with prospect of euro-zone application 

Plans for the country to adopt the European single currency in 2001 are encouraging a 
Dig shake-up as private groups compete to build market share, reports Kerirf Hope 


G reece’s hanking sector 
is undergoing a dra- 
matic shake-up as pri- 
vate banks compete to build 
market share ahead of the 
launch of the European sin- 
gle currency, the euro. 

The sale of Cretabank. a 
struggling state institution, 
to EFG Eurobank, which is 
controlled by the London- 
based Latsis group, has 
raised the stakes for the next 
round of acquisitions. 

■Skw- Two more state-controlled 

*» Kants _ InnU. T, T. , 


poulos. chief executive of 
EFG Eurobank. "Cre tabank 
has been in hibernation for a 
decade and doesn’t even 
have any cash machines. 
Bui it has branches tn all 


dominated by a handful of 
big state-owned groups with 

a near monopoly in the prov- 


banks this year under a fast- 
track privatisation pro- 
gramme has offered an 



inces and the islands. But opportunity for private 
they have been losing mar- banks to expand quickly. 


But it has branches tn all ket share to private banks Modernisation of the bank- 
the right places. With proper which offer better service to mg sector has become a pri- 
management. we think the corporate customers and ority as the government 
business can really take off." have pioneered consumer intensifies efforts to qualify 
Cretabank was the Fourth and mortgage lending. for membership of the euro- 

acquisition by EFG Euro- EFG Eurobank claims to zone in 2001. 
bank, the only retail opera- have overtaken Ergobank as State-controlled National 
tion in Latsis’s Luxembourg- Greece’s second-biggest pri- Bank of Greece, the coun- 


based chain of private vate bank with assets of 
banks. It has already swal- more than Drl.oQObn and a 


intensifies efforts to qualify 
for membership of the euro- 
zone tn 2001 . 

State-controlled National 
Bank of Greece, the coun- 
try’s biggest, launched the 


Top 10 Greek hanks 

- Market share Asa* art 1337 (Df tat 

Natans! Bank ol Qeece 308 % 

Alpha Craft 104% 

Commercial Barit 103% 


Ergobank 
EFG Eurobank* 


Genera) Bank 


Bank of Piraeus 
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K * . ° m °, rC ’ . te ^ x,ntro ^ e ^ banks. It has already swal- more than Drl,500bn and a consolidation process in 
S ‘r, an , ^ -- - - April by merging with its 


Bank of Central Greece - 
will be privatised next 
month. Several small private 
banks are likely to become 
takeover targets as the con- 
solidation gathers pace. 

EFG Eurobank agreed to 
pay Drifibn f$305to) for 98 
per cent or Cretabank. more 
than double the market valu- 
ation of a bank which has a 
large branch network but 
has been unable to win back 
its reputation after losing 
S2oom In an embezzlement 
scandal in the 1980s. 

"We were prepared to pay 
a premium for something we 
wanted,” said Nikos Nano- 


The Socialist government’s decision 
to sell five state banks this year 
has offered an opportunity for 
private banks to expand quickly 


lowed up two small foreign- 
owned banks - Interbank, 
controlled by UAP of France, 
and Bank of Athens, owned 
by the Korean conglomerate 
Hanwha - as well as the 
Greek branches of France's 
Credit Lyonnais group. 

Greece's banking system is 


Ukraine hopes 
for share of 
IMF largesse 


By Charles Clover hi Moscow 

The International Monetary 
Fund’s offer to lend Russia 
$11 _ 2 bn in additional finance 
this year has created 
immense optimism in neigh- 
bouring Ukraine, which 
faces a similar liquidity 
squeeze that could force the 
country to devalue or default 
on some of its foreign debt 

President Leonid Kuch- 
ma's administration said 
yesterday that it intended to 
reach an agreement with the 
IMF next week on a three- 
year $2bn-$2.7bn ■ credit 
which is conditional on 
Ukraine implementing a 
series of macro-economic 
reforms. 

An IMF mission will arrive 
In Kiev next Tuesday to 
assess the country’s progress 
towards the conditions. 

The government statement 
also said it "did not wish to 
dramatise” a decision by 
Moody’s rating agency this 
week to downgrade 
Ukraine's country rating 
from "stable" to "negative". 

.As reflected in the Moody 
decision, Ukraine's creditors 
do not seem to be as optimis- 
tic as the government that 
the IMF will extend its 
streak of generosity from 
tHg^ussia to Ukraine. 

•’* Ukraine, like Russia, faces 
a problem servicing 
short-term debt which has 
built up rapidly over the last 
two years. Investors have 
recently begun to redeem 
their treasury bill holdings 


rather than rolling them 
over, creating a cash crunch 
for the government. 

In August, a $450m euro- 
bond fUls due. The yield, 
which last September was 
under 10 per cent, is now 39 
per cent on the secondary 
market, reflecting investor 
fears of a default The yield 
has not narrowed at all since 
the IMF's ofltr to Moscow. 

An IMF loan to Ukraine, 
the government hopes, 
would bring back investors’ 
confidence and encourage 
them to keep their invest- 
ments in Ukraine. 

In a statement on Tues- 
day, the first deputy prime 
minister, Serhiy Tyhypko 
welcomed the IMF's offer to 
Russia as a “positive step” | 
which would have stabilis- 
ing effects on the region as a j 
whole. 

The main obstacle to 
Ukraine's agreement with 
the IMF is parliament’s fail- 
ure to pass a new budget far 
199a The newly elected body 
was unable to agree for sev- 
eral months on a speaker 
and therefore could not 
approve the budget. Last 
week, however, parliament 
finally elected Olexander 
Tkachenko as speaker and, 
despite his leftwing political 
views, he has said he is in 
favour of the new budget 
being passed. 

It is unclear, however, 
whether the parliament will 
have time to vote on the 
budget before the IMF mis- 
sion departs. 
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Surprise winner 
in Turkey petrol 
chain sell-off 
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By Christopher de BeBaigue 
in Ankara 

Turkey’s privatisation board 
yesterday announced a sur- 
prise winner in the race to 
buy a 51 per cent stake in 
Petrol Ofisi. the country’s 
biggest chain of petrol sta- 
tions. and the largest prize 
in Turkey's privatisation 
pro gramme. 

instead of Akmaya-Orteks, 
the little known partnership 
A which made the highest bid 
when the shares went for 
auction on June 29, the 
board - chaired by the prime 
minister and dominated by 
cabinet ministers - plumped 
for a high-profile consortium 
mode up of one of Turkey's 
biggest banks, two promi- 
nent conglomerates and an 
employers' association. 

The announcement was a 
surprise because the win- 
ning consortium, which is 
madeupofIsBankaffl.Park 
Holding. Baymdir Holding 
and the Employers' Union 
petrol Producers, had bid 
i&Si lbn. S50m less than 
7 Akmaya-Orteks and S4om 
less than the second-placed 
bidders, when Petrol Ofisi 
went under the hammer. 

But when the economy 
minister, Isin Cfjjj’ 
announced U* Nfrds Aea- 
sion. he said that the win- 


ners had agreed to pay 
Sl.iSbn. 

The decision, be said, bad 
been made "taking into 
account the distribution of 
capital, administrative plans 
and the future projects" of 
the bidders. 

Under the deal. Is Bankasi. 
park and Bayindtr will con- 
trol 80 per cent of the 51 per 
cent share each and the 
Employers' Union of Petrol 
Producers 10 per cent. 

The Privatisation Adminis- 
tration currently holds 93 
per cent of Petrol Ofisi. The 
rest is quoted on the Istan- 
bul Stock Exchange. 

Ismail Aytemiz, chairman 
of the Employers' Union of 
Petrol Producers, welcomed 
the decision. "The board 
made the right choice," he 
said. “The important thing is 
to sell to people who know 
the business." 

Mr Aytemiz promised that 
the newly privatised com- 
pany would Increase its cur- 
rent 53 per cent share of the 
market to so per cent He 
also said he was confident 
that Turkey's newly-formed 
Competition Board, which 
must decide whether the 
deal encourages the creation 
of monopolies, would 
rubber-stamp the sale when 
it meets in the nest couple of 
days. 


mortgage lending subsidiary. 
lment’S decision National Mortgage Bank, to 

.create a group with assets of 
iks this year more than Drl3,DOObn. 

The government has 
irtunrty for already sold strategic stakes 

in two small state banks to 
>ana quickly aggressive local players. 

Bank of Piraeus, controlled 

by a group of Athens busi- 
market share of almost 6 per -nessmen, acquired 31 per 
cent. Last week it cent of Bank of Macedonia- 
announced the purchase of Thrace, based in northern 


an 21.5 per cent stake in 
Ergobank by acquiring the 


Greece. Interamerican, 
Greece’s biggest private 


stake held by the bank’s big- insurer, took a 10 per cent 
gest shareholder. ; stake in General Bank, for- 

Tbe Socialist government’s merly owned by the Greek 
decision to sell five state army pension fund. 
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Strong reaction frum the 
unions bas made the govern- 
ment insist that the new 
owners agree to rule out job 
cuts lor two to three years, 
although they can introduce 
early retirement schemes. 

A six-week strike and vio- 
lent protests organised by 
union leaders at Ionian 
Bank, the biggest to bc- 
included in the privatisation 
programme, underlined the 
difficulties that private man- 
agers will face in reducing 
costs. 

Yet bidding is expected to 
be keen for the 51 per cent 
stake in Ionian offered by 
Commercial Bank. Commer- 


cial has appointed J.P. Mor- 
gan. the international invest- 
ment bank, to advise on the 
sale which is due to bt- com- 
pleted iu September. 

Greece’s two most profit- 
able private banks. Alpha 
Credit and Ergobank. are the 
front-runners to acquire 
Ionian, although Mr Ssno- 
ptiulos of EFG Eurobank 
does not not rule out making 
an offer. "We will certainly 
examine Ionian very care- 
fully before deciding 
whether to bid." he said. 

The wave of acquisitions 
marks only the first stage in 
what will be a much broader 
restructuring of Greece's 


banking system. "We are at 
the point where banks are 
expanding, before they have 
to start cutting costs and 
streamlining." s.iiri Christo- 
pher Sard el if. chief econo- 
mist at Blink of America in 
Athens. "Greek banks have 
lo become a lot more effi- 
cient if they n ant to survive 
m the euro market." 

Analysts point out lhat the 
average interest rate spread 
between deposit ;md lending 
rates in Green? is 7 to 8 |ier- 
ccntage points, compared 
with less, th.ui 2 percentage 
points at northern European 
banks. 

To a Urge extent the dif- 


ference reflecis high otwnit- 
ins costs in Greece’s kink- 
ing sector, which at stale 
banks are equivalent to 

almost so per will of njx-rai- 
ing income. 

"Greek banks have been 
cushioned by the high 
spreads and by the generous 
commissions paid by the 
finance ministry for buying 
ing tranches of guvi-rmuent 
hands,” said Marten Fr.m- 
gakis. a bank eennonust who 
recently carried out an Eli-fi- 
nanced study on hank 
reform in Greece. "But they 
will face an avalanche of 
competition alter the euro is 
launched." 


m r 




. .Kp 1^,1. W; V’.*« ■ ’ 

- rv f 


x '% 


7%,' 

. 

J 

<A*. 

’ f - - -v '• ... 

-4 


W- * -'V 






As number one in telecom financing, 


were 


There’s a cdeconuminicarions revolution going on in Central and 


Eastern Europe. And ING Barings is ahead in helping to bring 


advanced communications to millions of people. 


From Hungary to Romania were credited with arranging 


nearly twice as many loans as our nearest rival in Central and Eastern 


Europe. With transactions totalling US$ 1.3 billion in 1997 we’ve 


arranged 40% more deals than anyone else, according to Loan ware 



Two unique assets make us number one: an on-the-ground 


presence which gives us better understanding of these markets, and 


the strength of our corporate and investment banking network. 


For more information on whv were number one in telecom 


financing contact www.ing-barings.com or fax: +31 20 563 5505. 
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WORLD TRADE 


France to oppose 
EU-Mercosur pact 


By Mrcfaari Smith and Hefl 
Buckley ki Brussels 


Plans for an ambitious free 
trade agreement between the 
European Onion and Merco- 
sur, the Latin American 
trade grouping, are set to be 
stymied by opposition from 
France and Germany. 

Attempts by the European 
Co mmiss ion to agree a nego- 
tiating mandate for talks 
with the Mercosur countries 
of Brazil, Argentina, Uru- 
guay and Paraguay - plus 
Chile, a Mercosur associate 
pip-m bpr ~ have already been 
delayed by fears over the 
potential impact on EU agri- 
culture. 

Franz Fischler, EU agricul- 
ture commissioner. last 
week insisted on a full 
report on the agricultural 
implications of the proposed 
deal - to be discussed by the 
20 commissioners next 
Wednesday. 

But, In an Indication of the 


likely difficulties in getting 
ministerial approval for the 
negotiating framework 
France has demanded a spe- 


lt almost bound to include 
sensitive agricultural prod- 
ucts. since the Mercosur 
countries were likely to try 


Japan’s 

high-cost 

ports 

suffer 


The Internet’s Number One Music Store 




Fmdlt 


twit Jastfl on yonr tastes. 


! fs clea 

W for 


dal debate on the issue by to exclude a wide range of 


All Imports on Sate Now - 30% OFFi 


heat sa 


EU farm ministers. 

It warns that a Mercosur 
deal could have “major risks 
in the agriculture sector”. 

Since unanimous approval 
from ministers is required, 
the proposed Mercosur deal 
could go the same way as 
the plan of Sir Leon Brittan. 
trade commissioner, for a 
“New Transatlantic Market- 
place" (NTM) agreement 
with the US. The NTM was 
vetoed by France, largely 
because of fears that sensi- 
tive farm products could not 
be kept out of talks. 

A paper circulated in Brus- 
sels by France says an EU 
trade agreement with Merco- 
sur would have to cover at 
least 90 per cent of trade 
between the two sides to 
meet World Trade Organisa- 
tion rules. That would make 


industrial goods. 

It also warns that a deal 
allowing low-cost agricul- 
tural imports from the Mer- 
cosur countries into the EU 
market could distort the 
workings of the Common 
Agricultural Policy. That, in 
tom, could make it difficult 
to defend the CAP in multi- 
lateral trade talks on agri- 
culture due to start at the 
turn of the century. 

The French paper also 


By Hicfifyo Nakamoto h Tokyo 


(few Release 


Ships from North America 
and Europe are by-passing 
Japanese ports because of 

high costs and cumbersome 
regulations, according to 
Japan's ministry of trans- 
port. 

The ministry's annual 
white paper notes that ships 
docking at Japanese ports 
fell by 35 per cent between 
1987 and 1998. The number of 
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warns that 51 per cent of routes serving Japanese 
Argentina’s exports are agri- 107 in 1937 to 
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cultural, along with 42 per 
cent of those of Uruguay, 
and 25 per cent of Brazil's 
“which would render any 
liberalisation of the bulk of 
[EU-Mercosur] trade Impossi- 
ble without seriously com- 
promising the interests of 
European agriculture". 


Brussels tries new tack 
over cotton dumping 


By Ned Bttckfey in Brussels 


The European Commission 
is proposing dropping anti- 
dumping duties on 
unbleached cotton Imports 
from Turkey - a move which 
could make it easier to get 
agreement to impose five- 
year measures on five other 
countries. 

The European Union exec- 
utive Is also suggesting 
replacing existing duties on 
certain types of doth from 
the five countries - India, 
China, Indonesia, Pakistan 
and Egypt — With tninlniiiin 
price undertakings. 
Unbleached cotton is one of 
the most contentious anti- 
dumping cases handled by 
Brussels, with three EU 
investigations in the past 
three years. 

The Commission imposed 
the duties an a provisional, 
six-month basis, in March - 
the second time provisional 
measures had been imposed 


in two years - despite oppo- 
sition from a majority of EU 
states' representatives in an 
advisory committee. . 

Foreign ministers from 
eight EU states, including 
Britain and Germany, this 
week criticised the Commis- 
sion for ignoring the major- 
ity view. They said the move 
could have “doubtful conse- 
quences" for parts of the 
BlTs textile industry, which 
rely on unbleached cotton 
imports as a raw material 

But four EU states, indud- 
ing France. Spain and Italy, 
issued a counter-declaration 
defending Brussels' actions. 

The Commission can 
impose provisional duties 
without ministerial 
approval, though it should 
take account of the EU's 
advisory committee's opin- 
ion. But converting these 
into definitive, five-year 
measures requires a major- 
ity vote from ministers. 
Attempting to ease the 


path to such an agreement, 
the Commission’s anti- 
dumping unit has proposed 
replacing punitive duties 
with price undertakings - 
commitments from exporters 
to sell at a minimum price - 
on some product types. 
These are said to represent 
most unbleached cotton 
exports to the EU. 

Price undertakings are 
seen as less onerous, since 
exporters benefit from the 
higher prices, rather than 
the duties being paid to the 
EU. But five of the six target 
countries are understood to 
have said they would not 
accept undertakings. 

The Commission proposes 
dropping duties against Tur- 
key. as it had engaged In 
only limited dumping. This 
could persuade Austria, 
which has opposed duties 
but pressed tor Turkey to be 
excluded, to change sides - 
removing the opponents' 
simple majority. 


82, with Tokyo losing seven 
services and Kobe losing 12. 
Kobe port was severely dam- 
aged by an earthquake in 
1995. 

While container volume 
bandied at Yokohama, adja- 
cent to Tokyo, was up 80 per 
cent from 1987, the increase 
compares poorly against an 
increase of 390 per cent in 
Hong Kong, 490 per cent in 
Singapore and 100 pec cent 
in Kaohsiung, Taiwan. 

In its white paper, the 
ministry expresses alarm at 
the decline and cans for fur- 
ther deregulation. 

Japanese port practices 
have been criticised by the 
US and EU. Both threatened 
sanctions last year. The US 
Federal Maritime Commis- 
sion threatened sanctions of 
$100,000 per voyage fees on 
each US port call by 
Japanese ships until a 
last-minute agreement on 
further deregulation was 
reached. 

Stringent scheduling 
requirements, restricted ste- 
vedore working hoars and 
harriers facing foreign com- 
panies which want to set up 
their own stevedoring 
services, have been cited 
as problems that foreign 
carriers face at Japanese 
ports. 

The white paper calls for 
measures to increase the 
attractiveness of Japanese 
ports, such as mare flexible 
labour services permitting 
more regular Sunday steve- 
doring services and more 
efficient mse of berths. J 
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tsfinm Industry Association of 

America (RXAA). which rep- 

The US internet music! resents US record labels, 
market is expected to show However, Jupiter forecasts 


rapid- growth over the next; rapid growth far internet 
few years to reach SLlhn in ' sales at the turn cC the cen- 
2002, aooorflmg to research ; tury, as record labels and 
published yesterday by Jupi- ' established “bricks and mar- 
ter Communications. . tar" retailers expand their 

The New York-based inter- online sales operations in 


net research consultancy 
estimates that $36.6m of 
recorded music was sold 
over the internet in 1997. 


the US and other countries. 

Sony, BMG, Warner and 
several other large US labels 
already offer mail order 


Most of this was bought by sales fecfUties on their inter- 
mail order from specialist net sites but have so for gen- 


online record stares, such as 
CDnow and Music Boule- 
vard. This represents a tiny 
proportion of the US music 
market, which was worth 
$lL91bn at retail last year, 
according to the Recording 


erated modest sales. Jupiter 
estimates that CDnow 
33 per cent of the 
online music market last 
year, with Music Boulevard, 
part of the N2K group, claim- 
ing 12 per cent. Both inter- 


net specialists plan to 
expand into Europe. 

At present, most online 
music sales consist of mail 
order transactions, whereby 
consumers e-mail orders and 
credit card details to the 
internet retailer, which then 
posts or couriers their pur- 
chases to them. In future, 
consumers will be able to 
ask for the recording to be 
delivered directly to their 
computers in the form of a 
digital signal. 

Digital downloading is 
becoming an increasingly 
popular form of music 
piracy. Hundreds of illegal 
jukeboxes now post unau- 
thorised copies of albums 
and singles on (he internet. 
Record labels only make lim- 


ited use of it, mostly for pro- 
motional purposes. 

Some music executives, 
notably Alan McGee, chair- 
man of Creation Records, 
one of the US's largest inde- 
pendent labels, expect digital 
downloading to be used 
Increasingly by musicians, 
as an alternative to signing 
with record companies. Jupi- 
ter also expects authorised 
digital downloading to grow, 
but fairly slowly to account 
for S30m-worth of recon! 
g a l es in the US during 2002, 
or roughly 22 per cent of the 
gl.lbn online music market 
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Music Industry And The * 
Internet, S3, 195, Jupiter Com- T 


Internet, S3 195, Jupiter Com- 
munications, 627 Broadway , 
2nd Floor. New York. 
NY10012. Tel 212 780 6060 


Race is on for next WTO chief 
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By fracas WHBams in Geneva 


Nominations opened 
yesterday for the next head 
of the World Trade Organisa- 
tion to ta ke over from Ren- 
ato Ruggiero next year. 
Though no candidate has 
been formally proposed, at 
least five aspirants have 
declared an Interest Nomi- 
nations close on October L 
The five are Hassan 
Abouyoub, former Moroccan 
trade minister: Felipe Luiz 
Lampreia, Brazil's foreign 
minister; Roy MacLaren. for- 
mer fiflTiariiaTi trade minis- 
ter, Mike Moore, former New 
Zealand premier, and Supa- 


nhni P artUr-hpakrii , Thai dep- 
uty prime pilmtfir 
The WTO’s genera] council 
yesterday set the end of 
November for selection of a 
new director-general, which 
must be by consensus. Wash- 
ington agreed to the appoint- 
ment of Mr Ruggiero, a for- 
mer Italian trade minister, 
an condition he served a stn- 


African countries felt 
aggrieved . when the 1995 
leadership contest resulted 
in the appointment of Kim 
Chulsn, the Korean run- 
ner-up. as a fourth deputy 
director-general, leaving 
only the African region 
unrepresented at this level. 

In principle, most WTO 
memb ers favour cutting the 


gle four-year term ending number of deputies to two. 


next April and his successor 
should be from a non-Euro- 
pean Union country. 

While trade diplomats 
hope to avoid the rivalries of 
the previous race, they 
admit this year’s contest is 
likely to be as keenly fought 


but matters have been com- 
plicated by riaims from the 
US and EU, the largest trad- 
ing powers, to a deputy post 
The US has traditionally 
had a deputy director-gen- 
eral In the WTO and in its 
predecessor. Gait, while the 


top port has always been in 
the bands of a European. 
But three-quarters of WTO 
members are now the devel- 
oping or transition coun- 
tries. 

• Mr Ruggiero yesterday 
announced a series of initia- 
tives to improve WTO con- 
tact with the wider public 
and non-governmental 
organisations (NGOs). • 
Among the initiatives are 
a meeting today between Mr 
Ruggiero and representa- 
tives Of business, nnimw and 
environmental groups, regu- 
lar WTO briefings for NGOs, 
and setting up an NGO 
forum on the WTO website. 
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INTERNATIONAL CRIMINAL COURT TALKS CLOSE TO VOTE ON DRAFT DOCUMENT {Campaign 

US seeks to limit war crime court seeks cash 


NEWS DIGEST 


EGYPTIAN INVESTMENTS 


By James Bfitz ta Rome 


The five-week-long attempt 
to create an international 
criminal court to try crimes 
against humanity Is to reach 
a climax today with the pre- 
sentation of a final draft doc- 
ument 

After a long-running 
stand-off that h an pitted the 
US and France against many 
countries of Europe and the 
Third World, the final two 
days of the conference today 
and tomorrow should deter- 
mine whether the new body 
fs to have a degree of inde- 
pendence that gives It real 
authority. 

The conference is aiming 


to set up a permanent war 
crimes tribunal of the kind 
that have conducted trials in 
recent years over the con- 
flicts in the former Yugo- 
slavia and Rwanda. 

But the biggest sticking 
point as the talks go into 
their final hours baa been 
the opposition of the US and 
France to the creation of a 
court that would have an 
automatic right to try war 
crimes on its own initiative 
and over the beads of 
national governments. 

The US delegation yester- 
day hinted again at fears 
that such a right would give 
the Court carte blanche to 
haul before it American sol- 


diers serving around the 
globe who come undo* suspi- 
cion. creating embarrass- 
meat for the Pentagon. 

Alongside other states, it 
has been seeking to write an 
opt-out clause into the treaty 
that would allow states to 
decide whether the court 
should have the right to' try 
their own citizens. 

“The United States and 
other countries have critical 
responsibilities around the 
world that are crucial to- the 
protection of civilian popula- 
tions." said David Scheffer. 
US ambassador to the Rome 
conference. “A scheme that 
ignores these responsibilities 
is not going to serve the fun- 


damental interests of the 
court" 

Leading pressure groups 
said last night that the 
openly tough line taken by 
Mr Scheffer could imply US 
officials know that today's 
final draft will create the 
tough and independent 
organisation that they 
oppose. 

"The US ambassador’s 
statement is a sign of ner- 
vousness, suggesting that 
the package that they are 
looking for does not meet 
their requirements," said 
Jelena Pqjic of the Lawyers' 
Committee for Human 
Rights. 

Ms Pqjic said that UN dele- 


gations might today be 
asked to vote in two sessions 
on whether to accept the 
final draft of the UN Court’s 
charter - a vote that could 
expose the position of the US 
once for 

The atmosphere in the 
final hours of the conference 
has become intense amid , 
reports that the US is using 
strong-arm tactics to try to 
force EU states to accept a 
weaker court 

There have been reports 
that William Cohen, US 
defence secretary, had 
warned Germany it might 
withdraw its troops from 
European bases if the court 
were given a free hand. 


to fight 
Israel plan 


UK hotels operator seeks 
$62m compensation 



By Jody Dempsey ta Jerusalem 


The Palestinians are to 
fa qnch a fund-raising cam- 
paign aimed at saving their 
Institutions in east Jerusa- 
lem. The fond, spearheaded 
by Faisal Husseini. a mem- 
ber of the Palestine Libera- 
tion Organisation's execu- 
tive committee and 
responsible for Jerusalem, 
reflects a growing determi- 
nation by Palestinians to 
resist Israel's plans to 
expand Jerusalem's borders 
eastwards into the West 
Bank. - 


Assad sets out on rare diplomatic mission 


The Syrian leader is visiting France in 
search of support for his approach to 
the deadlocked Middle East peace 
process, reports David Gardner 


P resident Hafez al-Assad 
of Syria has always 
been austere in his pro- 
nouncements, making state- 
ments rarely and giving 
Interviews only when be has 
something new to say. 

Even more rarely does the 
veteran Syrian leader travel 
outside his borders. So his 
arrival in Paris today on 
only his second state visit to 
a western country (the last 
was also to France 22 years 
ago) may be considered a 
journey of some moment - 
however little the president 
has elucidated its purpose. 

After two years trying to 
regroup Arab countries 
around Syria’s position on 
the peace process, Mr Assad 
is now going International, 
taking his case first to 
France, tied by history to 
Syria where it was the man- 
datory power from 1900 to 
1948. In the autumn be is to 
visit Russia, which as the 
core of the Soviet Union had 
been Syria’s main protector 
until the end of the cold war. 

Syria, moreover, in sore 
need of investment in Its 
stagnating economy and of 
aid to upgrade its ageing 
weaponry, is also seeking 
any financial support it can 
get, as well as French back- 


ing in its negotiations with 
the European Union on a 
partnership and trade agree- 
ment. Three members of 
Syria's economic cabinet as 
well as the president of its 
chambers of commerce will 
be part of the delegation. 

As part of the US-led coali 
tion against Iraq during the 
1990-91 Gulf crisis, Syria 
attended the October 1991 
Madrid conference which 
kicked off the Middle East 
peace process. Madrid estab- 
lished Tand-for-peace" - the 
return of Arab land con- 
quered by Israel in 1967 in 
exchange for Arab recogni- 
tion of Israel's right to live 
in peace. 

President Assad, though 
enraged that the Palestin- 
ians and Jordan broke Arab 
ranks to make separate 
peace agreements with Israel 
in 1993 and 1994, saw the 
chance to regain the Golan 
Heights and declared Syria’s 
“strategic option for peace". 
In negotiations with the 
Labour-led Israeli govern- 
ment in 1995-96, Syria got as 
far as discussing detailed 
security arrangements 
which would follow the 
return of the Golan. But fol- 
lowing the election of Benja- 
min Netanyahu and the 



President Hafez al-Assad rarely 
travels outside Syria's borders 


emergence in Israel of a 
rightwing coalition against 
land-for-peace, there have 
been no talks - and Mr 
Assad refuses to restart 
them except from the point 
where they left off. 

Were it not that Mr Netan- 
yahu has also refused to 
honour Israel’s commit- 
ments to the Palestinians, 
Syria might be out on a 
limb. Instead, the virtual col- 
lapse of all regional peace 
efforts, coupled with Arab 
perception of US bias 
towards Israel, has led to a 
significant realignment 
behind Syrian positions. 

Syria has moved to end its 
20-year feud with Iraq, 
helped arrange a rapproche- 
ment between its ally Iran 
and Saudi Arabia, and 
strengthened relations with 


Egypt - which Mr Assad will 
visit after leaving France. 
Whereas two years ago. 
Syria was a lone voice call- 
ing for a united Arab front 
against further concessions 
to* Israel, it now has the 
qualified support of the 
region’s heavyweights. 

But Mr Assad has still not 
been able to get an Arab con- 
sensus for a freeze on all ties 
with Israel and in Paris Is 
likely to discuss the still 
embryonic plan of President 
Jacques Chirac and Presi- 
dent Hosnl Mubarak of 
Egypt for a new conference 
to relaunch comprehensive 
peace negotiations. 

It will be diplomatically 
important for Syria to get 
French backing in this 
week's discussions for Its 
opposition to Israel's latest 
conditional offer to with- 
draw from Lebanon, most of 
which Syria controls mili- 
tarily since the mid of the 
1975-1990 dvil war. 

The Israeli-occupied "secu- 
rity zone" in south Lebanon, 
adjacent to the Golan 
Heights, is the arena for a 
guerrilla war between Israel 
and Hizbollah. the Shi'ite 
Moslem movement licensed 
by Damascus and inspired 
by Tehran. The conflict Is a 
useful tool for Mr Assad to 
remind Israel that it cannot 
have peace and keep Arab 
territory, whereas Israel Is 
suffering politically unsus- 
tainable losses in Lebanon. 


Mr Netanyahu wants to 
separate the Lebanese peace 
“track" from negotiations 
with Syria over the Golan, 
and guarantees that Hizbol- 
lah will be reined in before 
Israel pulls back, even 
though UN Security Council 
Resolution 425 of 1978 calls 
for unconditional Israeli 
withdrawal 

Since Mr Chirac's success- 
ful visit to Damascus in 
October 1996, France has 
largely backed the Syrian 
view. But Mr Assad would 
welcome a reiteration, since 
the US, the acknowledged 
mediator in the region, is 
still urging Syria and Leba- 
non to take Israel’s offer 
seriously. 

More generally, like most 
Arab leaders, Mr Assad 
would like greater European 
Union involvement in 
regional peace-making to 
counterbalance .that of the 
US. Miguel Angel Moratinos. 
the EU special envoy for the 
Middle East, has worked 
hard but so for fruitlessly to 
revive Israeli-Syrian negotia- 
tions that the US appears to 
have given up on. The Syr- 
ian leader is realistic enough 
to know that any settlement 
will require Washington's 
arbitration. 

But while the stand-off 
persists. Syria has every 
interest in cultivating other 
permanent members of the 
UN Security Council, France 
chief among 


Israel’s plans, agreed by 
Its cabinet last month, 
include linking several Jew- 
ish settlements in the West 
Bank with east Jerusalem 
and building an eastern ring 
road that will sever links 
between Palestinians living 
In the Wert Bank and those 
living in east Jerusalem. 

Mr Husseini yesterday 
said he hoped to raise $30m a 
year to run Palestinian hos- 
pitals, schools and cultural 
activities In east Jerusalem 
which, he believes, would 
come from Palestinians in 
the region, Saudi Arabia. 
Europe and the diaspora. 

East Jerusalem’s economy 
and institutions are being 
cut off from the West Rank 
For instance, some 80 per 
cent of hospital patients 
used to come from the West 
Bank. Since Israel prevents 
patients from travelling 
freely to Jerusalem, the 
city’s five Palestinian hospi- 
tals are facing financial 
problems. The same applies 
to schools and universities. 

The longer term aim Is to 
attract Palestinians back to 
the city. Mr Husseini said 
the Palestinian population in 
Jerusalem had risen to 
210.000, or 30 per cent of the 
City’s population. “Another 
reason why Israel wants to 
expand the city’s bound- 
aries," he said. "It wants to 
bring in more Israeli Jews to 
counter growth of the Pales- 
tinian population." , 

■ Israel’s consumer price 
index rose 0.4 per cent last 
month compared with May 
and was up 42 per cent on a 
year-on-year basis. 


Wena Hotels, a small UK hotel operator, has filed a suit lor 
$62m in compensation against the Egyptian government in a 
case that is expected to test the government’s commftment 
to attracting foreign direct Investment; whose $800m level tart 
year was far below expectations. Wena Hotels is seeking 
compensation for damages, loss of earnings and profit and 
use of Its logo following the government’s seizure in 1991 of 1 
two state-owned hotels, which the company had taken over 
on 25-year leases in 1989. The case is to be heard by the 
Washington-based International Centre for Settlement of 
Investment Disputes. The four-star Nfle and Luxor Hotels in 
Cairo and Luxor were (eased out by the stale-owned Egyptian 
Hotel Company (EHC). Both hotels were, Wena claims, well 
below the standards stipulated hi the lease. Wena attempted 
to negotiate for the required standard to be reached, and in 
Ihe meantime reduced its rent payments as the lease aflowed. 

In 1991 the EHC seized the Nile Hotel after the two sides 
failed to reach a settlement The EHC was ordered to pay 
E£1.5m ($440,000) in compensation in what was supposed to 
be binding arbitration. However, this arbitration was never 
property implemented, and the government says the case fs 
dosed. The company accuses the Egyptian gov e r n ment of 
faffing to protect its investments, as it is bound to do under 
an Anglo-Egyptian agreement. The Nile Hotel Is now up for 
sale as part of a privatisation programme. The Luxor Hotel is 
operational, under Wena's name despite the company having 
been forced to abandon it Mark Huband, Cake 


**o m: 


SUDAN FAMINE 


Rebels call 3-month ceasefire 


Southern rebels in Sudan yesterday called a unSaterai three- 
morrth ceasefire to help famine victims receive food. But aid 
agencies warned that the decision by the Sudan People's Lfo- 
«-atian Army (SPLA) would have only limited value In averting 
famine smoe It did not yet extend to Ihe government or to 

other factions fighting on the ground. 

‘Certainly the ceasefire will have a positive effect on aid 
operations,” said Michele Quintagfie, spokeswoman in Nairobi 
forthe un World Food Programme. Sudan’s clvfl war pits the 
spla, which dafrns to represent the mainly Christian and 
black African south, agakist the government of a mainly Mos- 
lem and Arab north. Reuters, Nairobi 


IRANIAN P0UT1CS 


President picks leftwinger 


Iraraan President Mohammad Khatami yesterday rebuffed his 
conservative parliamentary critics by naming a veteran left- 
wing Islamist to the sensitive post of interior minister. Mr Kha- 
tami, anrKXierate, proposed Abdotvahed Mousavi-Lari to fffl 
the vacancy created last month when conservative MPB 
ousted Abdoliah Noun after accusing him of aggravating pofit- 

on July 22. Analysts sa»d many would be forced to support 

Mr Mousavi-Lari, or risk charges that they were challenging 
overtly the popular president and his reformist platform. 

The vote of confidence in Mr Nouri sparked anger among 
pro-Khatami forces, including Iran's leading militant student 
group, and provoked charges that the parliament was out of 
step with the president’s campaign to create a civil society. 
Reuters, Tehran 
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-?L— -ft N0 PAKISTAN SANCTIONS 

US dears 
way for 
wheat sales 


By Stephen Fkfiar 

fen Washington 

President Bill Clinton said 
yesterday he had signed leg- 
islation to exempt export 
credits for farm sales from 
US sanctions imposed on 
India and Pakistan last 
month in response to their 
unclear tests. 

The legislation, which 
passed rapidly through Con- 
gress in the past week, came 
In response to sharply fall- 
ing wheat prices which are 
hurting OS farmers. “We 
need to make sure our sanc- 
tions policy furthers our for- 
eign policy goals without 
imposing undue burdens on 
our farmers.” Mr Clinton 
said. The lifting of the 
restrict! cm will allow the US 
to sell almost 13m bushels of 
wheat to Pakistan, one of the 
most important customers 
for US wheat. 

Mr Clinton said: "US 
wheat and other farm prod- 
ucts wiB not be the unin- 
tended victims of an impor- 
tant non-proliferation law. 
When implementing sanc- 
tions, we must never forget 
their h nwianHflrian impact." 

The administration was 
compelled by law to impose 
the sanctions after the 
nuclear tests by both coun- 
tries. However, the impact of 
the sanctions has been 
watered down by the failure 
of other countries to follow 
suit - and this move win. be. 
viewed as a further weaken- 
ing of their effectiveness. 
Moreover, the sanctions 
were seen as biting far 
harder on Pakistan - which 
at least informed the US in 
advance of its intention to 


NEWS DIGEST 

INDIAN R EGULATION _ • 

Hindustan Lever cleared 
of insider trading 

Hindustan iever^ the IncBui subsidiary of Unflever, the 
Anglo-Dutch consumer, goods conglomerate, and five of Its 
directors have been cleared of accusations of Insider tracing 
by an tncfian government appeals authority. 

The Judgment by a finance ministry panel absolved the 
company of allegations lad in March by India's market watch- 
dog In what could have been the country's first ever prosecu- 
tion for insider trading. 

The rufihg la seen as a blow to the Securities and Exchange 
Board of India, the market regulator, which laid formal 
charges against the company after a two-year investigation of 
an allegedly Dllcit share deal just weeks before the company’s 
1996 merger with Brook Bond Upton Indta. a sister subskSaty 
of Unilever. DJLMehta, SebTs chairman, said the watchdog 
was “examining legal Impficationa” of the finance ministry 
judgment. Indicating It had not ruled out a further appeal in 
the case. 

Hindustan Laver claimed at the time Its transaction was ‘ 
‘perfectly legal and valid* and immediately appealed to the 
finance ministry appellate authority. A company spokesman 
said: “We are a transparent company and had done no 
wrong. We were always confident of getting justice.” 

The panel safcJ Sebf had “no reason to conclude* that the 
“finding of Insider trading In tWs case is of a de^ee of seri- 
ousness warranting prosecution.” The panel also threw out a 
Rs30.4m ($715,000} compensation payment to tin ordered by 
Sebi. Mark Nicholson, New Delhi 


INDIAN ECONOMY 

Industrial production slows 

Incflan industrial production dipped In May compared with the 

previous month, and growth so for this 

slower than last yew’s average of 6.6 per cent, according to 
official figures. . ^ 

The government’s Index of Industrial production showed 
oowth of just 4.5 per cent In May, down from 5.6^- »nt In 
April, with manufacturing Industries posting arise of jict 4.4 
per cent in output, down from 6 per cent a month earier. 
Average growthfor the first two months of the fisralywr*, 
however, higher than the same period last year, which saw 
output rise just 2:7 per cent. 

The poor figures follow a pwfom^nce 

over the same period aid stow crert* 
sector, ind icating few signs * 
ery after almost two years of 

industries, one leading bidMr rf 

fafl in. output In May, growing byan^nd06 Pf**™** 

the month, against 20.1 per cent In Apri. Mane Nfcnotoon 

PHILIPPINES 

Budget swings into deficit 

The Philippine budget r ecoided e ^ 

revenue collections. Edoardo EspWtu, finance secre- 

on the 

Zg&SZSff'E ZZZSXZ** wors- 

ous administration 

S^bev^^Uch. In recent days, finance 
those targets ware of the fuB-yeer deficit. 

teadeBdtof 

The tatett. poor ftsWialf 

70bn peace for 1998^ custom, as 

performance on weafc LiHSfSth lower collections from the v 
Sorts declined, together ^S^Swrtc stow 
buSu of intent »' “«"tlon 


ASIA-PACIFIC 


Data confirm depressed demand in Japan 


test — than on Indy? , 

Earlier this week, the 
administration asked Con- 
gress for waiver authority 
for all the sanctions now in 
place against imHa and 
Pakistan. Earl Indarfurth, 
assistant secretary of gHito 
in the Bureau of South 
Aslan Affairs, said the 
authority would only be 
used if the countries >»»ri 
responded to US objectives - 
such as signing the Compre- 
hensive Test Ban Treaty - 
or if a specific sanction had 
“serious negative or unin- 
tended consequences*. 

“We would also k>»» addi- 
tional flexibility to guard 
against an overwhelmingly 
disproportionate effect of 
these sanctions on one coun- 
try versus another," he j 
in a clear reference to Pakis- 
tan's greater dependence an 
external finance than 

Mr Inderfurth « j<a* critic- 
ised the Pakistani leadership 
for not taking the necessary 
steps to deal with its weak 
economic position and for 
alienating Independent 
power producers “with what 
can only be described as a 
shakedown effort to con- 
serve hard currency." Pakis- 
tan's : credit rating was 
slashed this week by Stan- 
dard* Poor’s to a level sug- 
gesting rioftwiit could occur 
in the next two months. 
Reserves have dwindled to 
J700m s gdnst short-term lia- 
hfHflpq of $ 10 - 2 bn. 

Under the sanctions legis- 
lation, the US must vote 
against new loans by . the 
IMF and World Rank to the 
two countries - but does not 
have the formal voting 
power to block new lending. 


! By Deborah Haynes and 
Alexandra ttarey In Tokyo 

Japan Is suffering from 
increasingly depressed con- 
sumer demand, high inven- 
tories and a heavy fall In 
Industrial production, 
according to recent eco- 
nomic riata 

The figures highlight the 
need for urgent action to 
boost Japan’s economy. 

Record levels erf unmnploy- 


mt»wt and failing take-home 
pay hit consumer at 

Tokyo's leading department 
stores last month. Sales in 32 
outlets in the region fell 13 
per cent from already 
depressed levels in the same 
month last year, according 
to the Japan Department 
Stores Association. 

Abysmal weather at the 
hflg t mrtwg of the month dis- 
couraged shoppers from 
parting with their cash, 


prompting a foil of 8J per 
cent In clothing sales, a 4£ 
per cent decline in food pur- 
chases, and a OA per cent 
decline in sales of household 
goods. Tte only category to 

rise was electronic appli- 
ances, which recorded a rise 
In mIbs of is.6 par <*nt 
The collapse in consumer 
confidence has also bit new 
housing starts, despite 
record low interest rates. A 
survey of builders by the 


Nikkei newspaper suggested 
starts would tumble in 1998 
to their lowest levels in 13 
years. The housing sector 
has been badly dented by 
last year's rise in sales tax 
from 3 per cent to 5 per cent 
Japan is one erf few countries 
that taxes new home sales. 

“At the moment, senti- 
ment is bad. Your man on 
the street is not rushing out 
to buy a bouse because he is 
worried about salary 


bonuses and unemploy- 
ment," said Mark Brown, 
analyst at DJG Barings. 

The weak consumer 
demand hns fed through to 
exceptionally high invento- 
ries, forcing companies to 
cut production. In May. 
inventories rose 1 per cent, 
even though output was 
slashed &5 per cent, accord- 
ing to data issued yesterday 
by the Ministry of Interna- 
tional Trade and Industry. 


Month-on-month production 
declined 2 per cent, the 
fourth fall. 

The industrial sector’s 
plight does not appear to be 
improving. In June, crude 
steel output foil 10.9 per cent 
year on year, and 2.8 per 
cent on May. The depressed 
automotive and construction 
sectors are the steel indus- 
try’s main customers. In the 
six months to June, steel 
production fell 9£ per cent. 


STATE SECTOR DEBT ANAL YSTS SAY FALL IN STATE-OW NED ENTERPRIS E PROFI TS H AS RAISED THEJUMBER OF OVERDUE BANK LOANS 

China considers debt restructuring methods 


By Ja mes gyufle In Bag feng 

China has begun considering 
bold new methods to restruc- 
ture the mountain of bad 
debt between its state banka 
and state-owned enterprises, 
as broader concerns over the 
country's financial system 

Finance they 

were studying the methods 
that Japan, South Korea 
some . south-east Asian 
nations have formulated to 
deal with high levels of cor- 
porate and bank debt 

Bering has not yet decided 
to adopt any single method, 
the officials said, but the 


eamng profits ot Indebted 
state e nte rprises and rising 
bad debts in state banks has 
added impetus to a search 
for creative solutions. 

One option suggested by 
the official China Reform 
Daily newspaper yesterday 
was a debt for equity swap 
between state banks and 
debtor state enterprises. 
This would m«m that Chi- 
na's “big four” state banks 
would become significant 
shareholders in many huge 
state companies, thereby 
replicating a type of cross 
shareholding structure 
found In Japan’s ktirttsu or 
large corporations. 


Another possibility was 
for the proceeds of bonds 
issued by the finance minis- 
try to the central bank to be 
passed on to selected and 
deserving state enterprises. 


bly in the form of bonds, 
selected corporate bad debts 
held by banks, officials said. 
Two iwnwWrw under Wen 
Jiabao. a vice-premier, were 
set up recently to supervise 


The true level of bad loans may be 
worse than official indications 


These enterprises would 
then be expected to use the 
funds to pay off debts to the 
state banks, nffiHwia « yjd- 
A third method may be to 
establish a corporation to 
package and sell off proba- 


reforms and disciplinary 
matters, an official said. 

Banking analysts said foe 
fall in state-owned enterprise 
profits so tax this year ha«s 
raised foe number of over- 
due state bank loans, which 


are officially estimated at 20 
per cent of the total. Moody’s 
the credit rating agency, 
estimated in a report last 
month the true levels of bad 
loans were "much worse 
than even the most pessimis- 
tic of the official Indica- 
tions". 

The recent Closure of two 
financial institutions was 
also a reminder that poor 
asset quality extends far 
beyond foe “big four” state 
h ank s to thousands of 
smaller banks and institu- 
tions across the country. 

The Hainan Development 
Bank, which was based in 
the free-wheeling southern 


island of Hainan, was shut 
down in June. Details of its 
problems are still emerging, 
but officials said that real 
estate lending and foe forced 
assumption of responsibility 
for the assets of more than 
30 foiled local credit cooper- 
atives were causes in the 
bank’s downfall. Later In 
June, foe government closed 
China Venturctoch Invest- 
ment, an investment com- 
pany with close ties to the 
children of Deng Xiaoping, 
China's late paramount 
leader. The group was said 
to have over-extended itself. 
Bank analysts believe more 
closures may follow. 
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Market impact deal boosts Canada bank mergers [\\\ 


By Edvard Alda n Toronto 


determining whether the ously lessen competition, 
mergers would lead to an The mergers, if approved. 


But the bureau said Its 
evaluation of competitive 


b anks had sought to the 
growing competition posed 


argued tkey lace growtag deposits and small business ' JJ- 


- s'., n* 


rfwnpptiHnn from specialised lending. 


- ~ mergers would lead to an The mergers, n approved, evaluation oi competitive growing competmou puseu unm >i^hureau indicated it 

Canada's competition watch- unacceptable level of concsn- would be the first among big Impact would be applied "to by cross-border electronic companies, such asOUJA . ——jjy 

tration in the Canadian Canadian banka in more what banks do rather than delivery of banking services. America, the crediteard^ not too* 


dog yesterday paved the way 
for proposed mergers involv- 
ing four of the country’s 


financial services market 
The bureau will publish its 


mergers is that they win 
weaken competition in 
smaller towns and rural 
areas where branches of the 


u ana oian oanxs in more wmu iwnss uo m wiumm e «*!>«■ - nutcome whereby a areas where Branches of the 

than three decades. what they are. The activities The issue has become rtder, or themutnal fund “anou Wg banks are often the only 

Don! MovKn fin-mm min. nf o+Vior flnanHiii ami nnn-fi- DoJitimllv charead for the comnanv Fidelity. merged DanK . . — n 


Paul Martin, finance min- of other financial and non-fi- politically charged for the company Fidelity. „ qs oer cent of any providers of financial ger- 

who win derfrfp hv nancial institutions are federal Liberal government The banks will neverthe- more than 35 per csu many kt 




largest banks by agreeing view this autumn whether ister, who will decide by nanciai institutions are federal Liberal government 


UWIlilO UJ OftlGCiUfi view 1.1 1 1»1 BUSWIllil VIU1.U1G1 IV*V*I ■■ wrj — — I * 7 ^ _ _ * m , ■ » . — ~1 — rA t In 17 lUlfilllPfifi V1C8S. 

with the banks on how to the proposed merger of the early next year whether to important considerations in because of consumer unhap- less face dose scrutiny in a parmuai ' — 

assess market shares. Royal Bank of Canada and allow the mergers, has determining whether any piness with the big banks number of product lines in a w£r+L feT _. 


bureau, did not 


In guidelines published Bank of Montreal, and a sec- warned they would give the single merger among and fears the mergers may 


where; after the mergers, the country. MrMdOvJiir 


yesterday, the competition 
bureau said it would exam- 


ond merger between the merged institutions 60-70 per banks. .. is likely to contra- weaken competition, and ^ ^ m,u.u CT r^T^nt of anvmar- the internet would soon ren- 

Canadian Imperial Bank of cent of Canada's core bank- vene the Competition Act”, lead to declining service or control more than half the “ ,w ^Smarkets. meanW 


taRtaftTSS SS banks have more &**"**£** 


■■■m -.lai 

- ■»> .M 


ine all non-bank competitors Commerce and the Toronto- ing market, which he called 
and potential competitors in Dominion forefc, would seri- unacceptable concentration. 


However, the bureau did rising 


market These include rest- ket, in its view. 


der local markets nteaning- 


not give the weight the The four banks have dential mortgages, personal One of the strongest argu- 


GM STRIKE AT CARMAKER ENTERS 7TH WEEK ■ FT REPORTERS LOOK AT EFFECTS ON NEIGHBOURS NEAREST US 


Setback for Mexico’s 


expanding workforce 


By LasBe Crawford to Toluca 


T he fact that they are 
one of the causes of 
the strike at two Gen- 
eral Motors component 
plants in Flint. Michigan, 
was little consolation to the 
employees of a GM car parts 
subsidiary in Mexico, when 
they returned from their 
summer break this week to 
discover that almost half of 
them were being suspended 
from work. 

The 72,000 employees of 
Delphi Automotive Systems 
earn, on average, less than 
one-tenth of their US coun- 
terparts, desperately need 
the Jobs, and have no power- 
ful union to back them. The 
30,146 employees who were 
suspended from work in 
Mexico this week have been 
given the choice of reporting 
for work on full pay, even 
when their production lines 
are stopped, or staying at 


home on a reduced wage 
package. 

Michael Hiss am, Delphi's 
spokesman in Ciudad 
Judrez, the sprawling maqui- 
ladora export-assembly town 
across the border from El 
Paso, Texas, said half of Del- 
phi's S3 plants in Mexico had 
been shut down by the Flint 
dispute. “This is a temporary 
situation," he said. “We are 
hopefrd for a quick resolu- 
tion." 

Delphi’s Mexican plants 
produce brake systems, 
steering wheels, wire har- 
nesses and a host of other 
vehicle parts which were 
once produced in the US. 
While the company has 
slashed employment at Flint 
from 76,000 in the 1970s to 
around 33,000 today. GM has 
become the largest private 
employer in Mexico, with an 
84,500-strong workforce at 
three GM manufacturing 
sites and Delphi’s many 


fadlitles- 

The southward migration 
of jobs has become a focus of 
the UAW dispute against 
GM, with union officials in 
the US accusing the com- 
pany of “putting America 
last”. 

“I understand why the 
Flint workers are on strike.” 
said Roberto Cevrera, a 
machin e operator at GM’s 
motor plant in Toluca, near 
Mexico City. "I have been 
working here for 10 years, 
and earn less than $100 a 
week. If I were an American 
worker, I would also be wor- 
ried about my job. But our 
labour union here was 
imposed by the company; we 
do not even get to elect our 
representatives. We have no 
bargaining power." 

On June 10. Bloomberg 
News reported on alleged 
secret GM memos which 
appeared to confirm the 
UAW’s worst fears: plans to 


export more production 
overseas. The documents, 
purported to be from the 
offjee of Mark Hogan. GM’s 
small -car operations chief, 
detailed plans to shut an 
assembly plant in Lords- 
town, Ohio, which employs 
6,400 workers, and shift jobs 
to Mexico, which already 
produces GM’s Corsa com- 
pact model. GM refused to 
confirm the documents exist. 

Because of the US strike, 
GM officials in Mexico are 
reluctant to discuss how 
many manufacturing facili- 


A long strike 
could hurt 
Canadian growth 


ties have been moved south 
of the border, the magnitude 
of investments in Mexico, or 
the value of the company's 
exports to the US. Delphi, 
however, is estimated to 
have invested more than 
$lbn in Mexico since It 
joined the North American 
Free Trade Area in 1994. 
while data from the Mexican 
Automotive Industry Associ- 


ation show that GM exported 
two-thirds of the nearly 

300000 vehicles it manufac- 
tured in Mexico last year to 
the US and Canada. 

GM built a new manufro- 
turing complex at SOao, in 
the central state of G uana - 
juato, in 1995. “The Silao 
facility replaced a plant 
which had been In operation 
in Mexico City since 1936,” 
says Carlos Gelisto, GM’s 
spokesman in Mexico City. 

It produces GM’s Tahoe 
and Yukon sports utility 
vehicles and the Corsa, and 
was shot down two weeks 
ago because of the plant’s 
inability to obtain compo- 
nents from the US. 

“There are no alternative 
suppliers,” Mr Gelisto said. 
“We are totally dependent 
on the resolution of the 
labour dispute in the US." 

Sllao's 2,500 employees 
have been suspended on 
half-pay, although the com- 
pany says other benefits are 
being paid in fuIL 

Ramos Arizpe, another GM 
plant in the northern state of 
Coahulla. could face closure 
if the strike at Flint dragged 
into August 
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Strikers outside GM’s Flint, Michig an, plant this week 
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Canadian plants swamped 
by ripples from US strike 
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Canada is the world’s sixth largest carmaker; when the Oshawa 
factory doses, the effects will be severe, reports Edward Alden 
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W hen the General 
Motors truck plant In 
Oshawa shuts its 
doom tills week. 3,000 of the 
company’s employees will 
join 6,000 others already out 
of work in Canada’s motor 
vehicle capital, just east of 
Toronto. 

The plant, recently tooled 
up to make the next genera- 
tion of Silverado and Sierra 
pickup trucks, is thp last of 
GM’s big operations in Can- 
ada to feel the effects of the 
United Auto Workers strike 
that began in early June at 
two parts operations in 
Flint, Michig an. 

While GM will not confirm 
the impending shutdown of 
the truck plant, the Cana- 
dian Auto Workers union 
president. Buzz Hargrove, 
said it has parts to keep run- 
ning through Friday morn- 
ing at the latest After that 
Gad's operations in Canada 
will be “as flat as a pan- 
cake". 

The ripple effects would be 
enormous. General Motors is 
the largest carmaker in Can- 
ada and the industry is the 
most important in the coun- 
try’s industrial heartland of 
south-west Ontario. 

While Canada is not well 
known for its motor vehicle 
industry, it is the world’s 
sixth largest carmaker. The 


Industry accounts for 12 per 
rant of manufacturing out- 
put, 25 per cent of Canada’s 
merchandise exports and 
about 500.000 jobs. 

Most of those numbers 
come from the “Big Three" 
vehicle makers. GM, Chrys- 
ler and Ford, which have 
fully integrated Canadian 
operations into their US 
enterprises. Since the early 
1980s. vehicle production in 
Canada has grown more 
than twice as fast as in the 
US as the weaker Canadian 
dollar lured operations 
north. 


B ut integration has a 
price. When the strike 
hit Flint, GM was farced 
within two weeks to dose its 
three Canadian car assembly 
plants, two in Oshawa and 
one in Quebec, as well as its 
engine, components and 
transmission plants. 

Across the country 15,000 
GM workers will be tempo- 
rarily laid off by the end of 
this week. 

But that is the least of the 
strike’s impact Ontario’s car 
parts industry employs 
95,000 people, and the union 
estimates 7.600 are idle. The 
numbers could go higher 
because 30,000 parts jobs are 
directly related to GM work 
in Canada, said Charlie Reid, 


national director automotive 
for Ernst & Young. ^ 

Magna In t er n ation al. Can- M 
ada’s largest car parts 
maker, has already lost 
about C$1 00m (US$68m> and 
estimates it would lose about 
C$35m to C$40m a week from 
a complete GM shutdown. 

The company, which has 
50,000 employees and C$KHm 
in annual sales, has tempo- 
rarily laid off 600 In Canada 
and 1.500 in its US 
operations. 

Other companies with tem- 
porarily laid-off employees 
include Lear Canada which 
makes seats for the Oshawa 
plant. Peregrine, which 
makes fenders, seats and 
interior trim, and Ventra’s 
Canadian plants making 
door handles and jacks far 
G M . Ventra’s president, Ken 
Nichols, said the company's 
efforts to diversify business 
to Europe and Mexico have 
cushioned the blow, but GM 
is by far its largest Canadian 
customer. 

Canada's economy, which 
already appears to be losing 
steam, cannot afford a long 
strike A Scotia bank econo- M 
mist, Carlos Gomes, esti- ^ 
mates that if the GM strike 
continued for an entire quar- 
ter, It would shave a full per- 
centage point from Canadian 
economic growth. 
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Colombians 
hail peace 
‘breakthrough’ 


Strike in 
Puerto 
Rico ends 
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By Tobias Bock to Bom 
and Adam Thomson in Bogoti 


AB AIRLINES AND BOEING. 
IT ALL ADDS UP TO SUCCESS. 


1998 has prowl to be a milestone in tbe history of AB Airfinej and Bodng. It started with our successful flofeaon oa die London Stock 
Exc hange — Only the second UK ai rl i ne in hncory to have done so — 1998 also nHrtwl rh/* addition of four new u t i nm bo out route 


netwodc —Tb saw these and fa c iho tc fiinher e x p a nsio n w then made history yet again — For Boeing, the biggest a ircraft mana&ctmrr in the 
wodd ~ We placed an order for sx new Boeing 737 - 700 ai r c raft , with an option on a further four — Making 4000 die total number of 737 
aircraft unified to date **• A milestone event for both companies and an equation equals success. 



AB AIRLINES 

mSTfOR VALUE 






for firther hfonnaton cd us ftoe on 0800 46 88 1 1 1 


Gatwick - Stansted - Birmingham - Shannon - Lisbon - Berlin - Nice 


Peace talks between Colom- 
bian guerrilla forces and citi- 
zens’ groups ended yester- 
day in Mainz, Germany, with 
an agreement hailed by both 
sides as a first step towards 
a peaceful settlement of 35 
years of armed conflict. 

According to the agree- 
ment, tbe leftwing National 
Liberation Army (ELN) will 
abandon the use of land 
mines where they could 
affect the civilian population 
and promised measures to 
ensure the protection of 
schools, hospitals and water 
Pipes. 

The ELN also said it 
would stop kidnapping as a 
way of raising money, but 
warned it would uphold the 
commitment only when it 
could raise finance in other 
ways. It has promised, how- 
ever, not to take children, 
elderly people and pregnant 
women as hostages. 

Talks between the ELN 
and 42 representatives of 
Colombian society, in cluding 
clergy, trade unions and 
political parties, but not the 
Colombian government, 
began on Sunday evening in 
the monastery of Hhnmeis- 
pforten, near WQrzburg in 
south Germany. 

“We are witnessing the 


b eginning of a peace process 
with tbe ELN,” Jorge Marti- 
. nez, representative of Colom- 
bia’s Catholic church, said. 

Yesterday’s agreement 
also proposed a national con- 
vention, comprising repre- 
sentatives of civil society, 
the government and Colom- 
bian guerrilla forces, includ- 
ing both the ELN and the 
Revolutionary Armed Forces 
of Colombia (Fare), the coun- 
try's largest rebel army. Hie 
Fare, however, has not yet 
commented on the plan. 

According to the agree- 
ment, the convention would 
draw up the foundation of a 
political agreement which 
would also he aimed at prod- 
ucing the “democratisation 
of state and society". 

The ELN also wants to 
raise the matter of off pro- 
duction, unde rlining its com- 
mitment to assess the role of 
multinational companies in 
Colombia. The rebels prom- 
ised not to attack any oil 
pipelines, a frequent tactic, 
while talks were held In the 
c o nve n tion. 

Tbe agreement comes at a 
time of intensified efforts in 
Colombia to end the civil 
war, which is thought to inn 
around 10,000 people a year. 

Andres Pastrana, Colom- 
bia’s president-elect, recently 
met leaders of the Fare for 
the first tirna 


Puerto Rico’s biggest tele- 
phone workers' union yester- 
day ended a month-long 
strike called to protest 
against privatisation of 
Puerto Rico Telephone. The 
strike was called off after the 
union failed to get the gov- 
ernment to scrap the ak of 
a controlling stake in the 
company to a consortium led 
by GTE of the US. 

-The 4^00 workers, repre- 
sented by the Independent 
Union of Telephone Employ- 
ees, said they would return 
to work without g Qn flj ffims . 
It was not clear whether the 
union representing the rest 
of the 6,400 strikers would do 
the same. 

The government has 
accepted a bid from GTE to 
buy 51 per cent of Puerto 
Rico Telephone, while local 
investors who are part of the 
consortium will buy 5 per 
cent. 

The consortium will pay 
SlfinL Under an agreement 
with GTE to consider other 
offers, the government is 
studying a bid from Teleftn- 
ica International SA (Tzsa) of 
Spain, which is seeking a 
controlling stake for $r<«hn- 
Unians claim the twnp an y 
is being sold for less than its 
worth, and redundancies 
will fallow the privatisation. 
GTE says it bac QQ Immp rfi- 
ate plans to sack workers. 
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BRITAIN 


diplomatic representation reviewed in e ffort to boost pres ence in emerging markets 

Embassies to close in drive for exports 


By Robert Proton 
and Andrew Parker 

Some British embassies and 
consulates will dose as the 
Foreign Office increases 
staffing hi emerging markets 
such as EU and Naio appli- 
cant countries, China, Brazil 
8nd the Caspian region, offl. 
dais said yesterday. 

Diplomatic representation 

is being reviewed in an 
effort to maximise export 
opportunities. 

The UK has diplomatic 
relations with 186 countries, 
but it has representation in 


only 145. The Foreign Office 
has reached an agreement 
with the Treasury under 
which it can sell off s ur plus 
assets and retain the pro- 
ceeds. Previously, they went 
to the Treasury. 

The Foreign fifffop has two 
diplomats In Tashkent. 
Uzbekistan, compared to 
France’s 17 and Germany's 
28. In Almaty, 
the UK has three, France 10 
and Germany IS. The figures 
are similar in Latin America, 
where the UK has 117 diplo- 
mats, France 384 and Ger- 
many 427. In Shanghai, 


PREDATORS EUROPE’S FAVO URITE TARGET 

Takeovers swell 
regions’ figure 
for investment 


China, the UK has 6, France 
15 and Germany 1$, 

As a result of the asset 
recycling agreement the pro- 
ceeds will be used to 
improve the Foreign Office 
presence in markets sought 
by British companies. Robin 
Cook, foreign secretary, 
intends to recruit 50 addi- 
tional people, bringing staff- 
ing up to 5,750. 

The Foreign Office holds 
assets worth an estimated 
£800m (SL32bn). One option 
is to sell off desirable proper- 
ties and buy cheaper ones. 
But there will be no sale of 


i» Where the jobs are 
P coming from 


historic residences such as 
those in Paris and Washing- 
ton. 

Mr Cook said: “The For- 
eign Office is now able to 
plan with greater confi- 
dence. We win boost our rep- 
resentation in areas of grow- 
ing importance like the 
Caspian region, which will 
within a decade be supplying 
a tenth of the world's on." 

The department is spend- 
ing £74m this year and next 
to replace or refurbish over- 
seas accommodation in 17 
capitals according to a par- 
liamentary written answer. 


Meanwhile, the Foreign 
Office yesterday launched a 
counter-offensive against 
what it perceived as a Trea- 
sury conspiracy to portray it 
as a big loser from the com- 
prehensive spending review. 

It released excerpts from a 
memorandum by Sir John 
Kerr, the office's top civil 
servant, to senior officials, 
claiming that Mr Cook had 
won a resounding victory in 
last-minute negotiations 
with Gordon Brown, the 
chancellor of the exchequer. 

The memorandum also 

says that the Treasury's 
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By Brian Groom hi London 

Takeovers of UK companies 
accounted for 40 per cent of 
jobs created or safeguarded 
by overseas investors last 
year, it emerged yesterday 
as ministers announced 
record inward investment. 

' Margaret Beckett, the 
Chief industry minister, con- 
firmed that inward invest- 
ment projects in Britain rose 
from 483 to 618 in the year to 
the end of Marrh The num- 
bers of new jobs and those 
safeguarded together 
totalled 124,622, a third more 
than in the previous year. 

Mrs Beckett hailed this as 
a “remarkable achievement” 
in view of the economic 
problems in Asia, the high 
level of sterling, and 
increased competition^ But 
figures from the Invest in 


Britain Bureau bore the 
imprint of the global surge 
in crossborder mergers. The 
UK is Europe's most popular 
target for predators. 

Takeovers accounted for 
130 projects, up from 89, 
while jobs created or safe- 
guarded by takeovers rose 
from 81,821 to 49,407. 
Britain's stock of inward 
investment increased by 
£25bn to £172bn, according to 
the Office for National Sta- 
tistics, including acquisi- 
tions such as Merrill Lynch’s 
£3.1bn purchase of Mercury 
Asset Management. IWR offi- 
cials insist it is valid to 
include mergers and acquisi- 
tions, which now comprise 
three-quarters of global for- 
eign direct investment 

Andrew Fraser, the IBB’s 
chief executive, said: “The 
international context for FDI 



is (me where, particularly in 
mature markets, mergers 
and acquisit i ons are bound 
to be an area that major 
international companies 
focus on." 

Same chose takeovers as a 
simpler route into a market 
than star t i ng an operation, 
he said, and subsequent 
investment . often dwarfed 
the cost of the takeover. 

Ministers have asked for 
statistical methods to be 
reviewed. While the IBB 


counts takeovers In which a 
foreign company's stake 
exceeds 50 per cent, the ONS 
includes those above 20 per 
cent, and the cut-off for 
Unctad, the UN trade 
agency, is 10 per cent 
Mr Fraser said global for- 
eign direct investment 
increased from $325bn to 
$350bn in 1996, according to 
UN data, and was likely to 
have grown again last year. 
Britain's share of global FDI 
stock was 1(166 per cent, sec- 


ond only to the US. 

Investment was a two-way 
street, he said. UK invest- 
ment overseas totalled 
£238bn. according to the 
ONS, more than balancing 
the £172bn invested in 
Britain from other countries. 

Mr Fraser was uncon- 
cerned by a dip in jobs cre- 
ated by new projects from 

22,000 to 16,000. 

Reporting Britain, separate 
section - 


DEFENCE PROCUREME NT AIR C HIEF SAYS MOD I FICATION TO B E CONSIDERE D FOR NEWLY ANNOUNCED SHIPS 

RAF may order carrier-based Eurofighter 


By Atexantar Mcofl, 

Defence Correspondent 

The Royal Air Force will 
exsbnihe modifying the Euro- 
fighter, the next-generation 
combat aircraft to operate 
from air c raf t carriers which 
Britain plans to build. 

The two aircraft carriers, 
announced in the govern- 
ment’s strategic defence 
review last week, will not 
come into service for about 
15 years - and only if they 
survive future reviews of 
defence spending. Air Chief 
Marshal Sir Richard Johns, 


chief of the air staff, said 
yesterday the RAF "could 
look at navalislng Euro- 
fighter”. 

He told the HouBe of Com- 
mons defence committee 
that he assumRd such a mod- 
ification would not be diffi- 
cult hut would depend on 
the ships’ design. British 
Aerospace, the UK partner 
in the four-nation consor- 
tium building the Euro- 
fighter, is already studying 
the feasibi lity of adapting 
the aircraft for carriers. 

Officials said the defence 
ministry plans to decide in 


2001 on which aircraft will 
fly from the new ships. The 
decision is crucial for the 
design of the ships, which 
are to" ‘W “of "up to’ 40,000 
tonnes with space for 50 air- 
craft including helicopters. 
This will them double 
the size of the existing Invin- 
cible class. 

The choice will also affect 
subsequent choices for the 
Future Offensive Air Sys- 
tem, the eventual replace- 
ment for the Tornado GR4 
bomber, initial studies of the 
programme - in which 
industry is keenly interested 


- will be completed this 
autumn, with the ministry 
considering manned and 
unmanned aircraft as well as 
cruise missiles. 

Use of the Eurofighter 
from carriers would be a 
boost to the £42bn ($70bn) 
programme. Under Britain's 
£l4bn procurement pro- 
gramme, it plans to buy 232 
of the 620 being built for the 
four partner countries. 

But it would raise a ques- 
tion mark over British 
involvement in the US Joint 
Strike Fighter programme. 
The UK Is contributing 


$900m to the development of 
the JSF, and BAe Is a part- 
ner in the team led by Lock- 
heed Martin which is com- 
peting fiercely with Boeing 
for the project 

US Industry believes a 
naval adaptation of the 
Eurofighter would be diffi- 
cult 

The “future carrier borne 
aircraft" will replace Sea 
Harriers and Harrier GR7s 
now operated separately by 
the Royal Navy and RAF 
respectively. 
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Big pay increases deepen 
fears of interest rate rise 


$ 125 m gain for 
BBC business 


By Rkstwfd Adams 

and Robert CfaotB 

Gordon Brown, the chan- 
cellor of the exchequer, yes- 
terday stepped up his call far 
pay restraint after figures 
showing fresh earnings 
growth again raised the 
prospect of higher interest 
rates. . 

Average - earnings 
increased at an annual rate 
of 5.4 per cent in the three 
months to May, the fastest 
rise since September 1992, 
the Office for National Sta- 
tistics said. 

“Wages in the private sec- 
tor have been rising too 
fast," Mr Brown told the 
House of Commons Treasury 
committee. He said that 
people in the private sector 
had to take a responsible 
position when bargaining. 
Eventually they would real- 


ise that the Bank ' of 
England, the UK central 
bank, was serious about hit- 
ting its inflation target and 
that excessive pay increases 
would lead to higher Interest 
rates. 

City analysts had expected 
naming s growth tO foil from 
the 5.3 per cent' increase 
recorded in the year to the 
three Tnnnfihg ending ApriL 
They were concerned that 
provisional figures for May 
alone showed no sign of 
lower pay deals. ' 

. The continued upward 
. pressure on pay deals 
increased speculation that 
the Bank of England may 
raise interest rates when its 
monetary policy committee 
meets on August 6. 

“It’s almost too close to 
call at the moment - but 
there is still is a bias 
towards tightening on the 


MFC,” said Michael Dicks, 
economist at Lehman 
Brothers investment bank. 

The data sparked a sell-off 
in interest rate future con- 
tracts, which had rallied cm 
Tuesday after news of the 
sharp foil in inflation. The 
contract now prices in 
another Interest rise, to 7.75 
per cent by December. 

The labour market figures 
coincided with the release of 
the 'committee’s June min- 
utes, which revealed an 8-1 
vote in favour of raising 
rates to 7.50 per cent 

DeAnne Julius, an inde- 
pendent member of the com- 
mittee, was the only vote 
against the increase. She 
voted for a cut in rates, argu- 
ing monetary policy was 
already too tight. 

Things to come, Pago 10 
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By John Sapper, 

Media Editor 

The BBC gained £75m 
(|I25m) from commercial 
activities last year, its 
annual report showed yester- 
day. It has set a target for 
BBC Worldwide, its commer- 
cial arm. to quadruple this 
figure to £300m - some 15 
per cent of its current 
annual revenues from the 
licence fee (a state levy on 
users of TV sets) - by 2006. 
But it is mainly dependent 
on public funding. 

John Smith, finance direc- 
tor. said although it would 
make efficiency savings 
worth £270m over five years, 
and it had a cash reserve of 
£300m, the corporation still 
needed additional funding to 
cover di gi tal casts. 

BBC Worldwide's first 
published accounts showed 


an operating loss of £7m in 
the year to March against 
profits of £5m in 199&07. Pre- 
tax profit was £14m after a 
gain of £21 m from selling 
shares in FI extech, the 
media company. 

The operating losses 
included a £9m loss on the 
purchase of shares held by 
Pearson, owner of the Finan- 
cial Times, in a European 
distribution subsidiary, and 
a £5m charge for negotiating 
a venture with Discovery. 

Operating losses on inter- 
national commercial chan- 
nels rase by £Z.4m to £ 20m. 

The losses on its UKTV 
joint venture with Flextech 
- which Flextech bears in 
ftil 1 - were £21m, while the 
UK Gold channel lost £7.4m. 
Animal Planet, Discov- 
ery Networks channel in 
which it holds. 20 per cent, 
lost £36£m. 


“opening bid” was to freeze 
Foreign Office expenditure 
in cash terms. In fort, the 
Foreign Office achieved 
small average annual growth 
in real terms of 0113 per cent 
a year from 1999 to 2002. 

This means that the 
department will take a 
declining share of total pub- 
lic spending. Sir John wrote, 
however, that Mr Cook “did 
us proud”. 

It is understood that Sir 
John was furious at Trea- 
sury briefings on Tuesday 
that the Foreign Office had 
been a big loser. 


N Ireland 
ministry 
helps to 
stop cut in 
spy budget 

By Jimmy Buns to London 


The Foreign and Northern 
Ireland offices are thought to 
have been instrumental in 
ensuring that Britain's intel- 
ligence community escapes a 
substantial downsizing. 

The Treasury’s announce- 
ment last October that it 
was extending its search for 
public spending savings to 
the heart of the UK's spy 
network was widely seen as 
heralding big cuts in the 
agencies involved. 

But the intelligence com- 
munity has emerged from 
the first substantial review 
of government expenditure 
with its budget virtually 
untouched. Spending limits 
announced on Tuesday will 
mean only a fractional real 
terms decline over the next 
three years and leave the 
agencies unaffected in opera- 
tional and organisational 
terms, intelligence officials 
say. 

The combined limits for 
the MKsecurity service, the 
M16 secret intelligence ser- 
vice and GCHQ, the govern- 
ment's communications 
headquarters, Is £74Sm in 
1999-2000, rising to £747m in 
2001-2002. 

Senior Foreign Office offi- 
cials are thought to have 
defended the record of M16 
and GCHQ in redefining 
their roles after the Cold 
War. Both see their main 
tasks as countering terror- 
ism and the proliferation of 
nuclear and chemical weap- 
ons. M16 has also taken an 
increased interest in fighting 
organised crime. 

1Q5 is thought to have 
retted on the backing of the 
Northern Ireland Office in 
insisting that it still had a 
key role in the peace process 
there. 

Mis argues that despite 
the Irish Republican Army 
ceasefire, the political situa- 
tion wfD remain unstable in 
the short to medium term 
with continuing threats from 
dissident groups opposed to 
the April peace agreement 

But within MI5 there 
appears to be an acceptance 
that it could face serious 
reorganisation if stability is 
assured in Northern Ir e l an d. 

A merger of all three ser- 
vices was considered but 
rejected at an early stage in 
the spending review. The 
heeds of the three agencies 
are opposed to the move. 

• The government yester- 
day launched the main legis- 
lation to implement the 
Northern Ireland peace 
agreement with the publica- 
tion of a bill setting up an 
assembly for the region. The 
opposition Conservative 
party said It would press 
amendments to prevent 
assembly members linked to 
terrorist organisations tak- 
ing up office as ministers 
before any weapons had 
been handed over. 


Construction industry faces demand for contracts reform 


Report commissioned by government is 
expected to propose tough targets^ for 
cutting costs, says Jonathan Guthne 

StSSWtJSS 

a . r ^ ort . Ann full-scale tendering and 


eminent, contractors and 


which it can become more 
efficient 

The repeat has been com- 
missioned by the govern- 
ment from a team of senior 
industrialists and led by Sir 
John Egan, chief executive 
of the airports operator 
BAA. It is UkeJy to criti^ 
industry cost structu res a nd 
the adversarial approach 
adopted by many contractors 
in dealings with clients. 

It is also expected to set 


don full-scale tendering and 
adopt instead a' lower-cost 
method based on relation- 
ships with small groups of 
preferred suppliers. 

Contractors have been 
alarmed by Sir John's hard- 
nosed approach and the 
absence from the taskforce 
of construction company 
bOfi ffga. They are also con- 
cerned that the report may 
give little support for the 
Construction Industry 


toEgh ^eS^cutti^ Board, which represents gov- 


The body was set up in 
1995 by the Conservative 
government to -help imple- 
ment proposals in a 1994 
review- of the industry, led 
by Sir Michael Latham, ft 
challenged the industry to 
cut costs by 30 per cent by 
2000 . 

The Egan report is 
thought unlikely to contain 
any surprises. Industry exec- 
utives expect it to emphasise 
the role of big cheats in set- 
ting best practice, while 
demanding that contractors 
raise the quality of work, 
respond flexibly to clients' 
needs and improve wprk 
conditions and training. . 

. . Commentators predict that 
the Egan report will back 


greater use of benchmark- 
ing. This means contractors 
try to beat targets based on 
industry norms in an effort 
to reduce costs and the time 
taken to complete jobs. 

The University of Bath, 


report is also expected to 
give strong support for 
“partnering”. Typically, this 
involves a big client recruit- 
ing a small group of 
favoured contractors which 
it provides with regular 


The University of Bath says better 
and wfder use of benchmarking could 
raise productivity by 28 per cent 


which has set up a bench- 
marking project with Bal- 
four Beatty, the contractor, 
says better and wider use of 
benchmarking could raise 
productivity by 28 per cent. 
This could save around 
£lSbn a year. The Egan 


work. Both sides work 
closely together - sha r ing 
Ideas for improvements in 
processes and design - with 
the aim of reducing defects 
and cutting costs. 

This contrasts with the 
traditional, adversarial 


approach in which contrac- 
tors compete for business 
through an expensive bid- 
ding process. Hie winner is 
generally the contractor 
which makes the lowest bid. 
ft then tries to daw back 
losses by claiming for extra 
work. Once projects are com- 
pleted outstanding claims 
may only be resolved 
through leng thy litigation. 

Partnering was espoused 
in the Latham report, and 
has been enthusiastically 
adopted by a group of big 
clients including BAA, 
Sainsbury. Tesco and Rover 
Group. Supporters of this 
approach claim they have 
achieved cost savings of 80 
per cent and reductions in 
the time taken to complete 
projects of up to 50 per cent 


NEWS DIGEST 


FINANCIAL REGULATION 

‘Buy and sell’ program 
leads to wind-up petition 

A computer software program which generated “buy and sed" 
prompt signals qualified as giving investment advice under the 
Financial Services Act, a High Court judge ruled yesterday In 
a case brough by the government's trade and industry 
department The judgment in London related to a program 
sold by Market Wizard Systems (UK), an Australian-owned 
company. Its system was sold to individuals tor £7,500 
(512,375) and to companies for £15,000. The company gave a 
money-tack guarantee, providing buyers acted for a year on 
the program’s dally signals relating to options on 12 blue chip 
UK shares. The Financial Services Authority welcomed the 
judgment, which means the sale of such computerised trading 
systems offering assistance will require its authorisation. The 
ruling does not affect programs which only enable Investors 
to manipulate historical price data The judge also granted a 
petition brought by the department to wind up MWS (UK) in 
the public interest Ctay Harris, London 

POST OFFICE 


Plea for commercial freedom 

The Post Office is likely to face a £1 bn jSl.Bbn) Investment 
gap during the next five years unless a government review 
leads to commercial freedoms. Overseas competitors, particu- 
larly the Netherlands and German post offices, already enjoy 
commercial freedom. There are fears that unless the UK 
catches 143, big direct mail contracts could be lost by the 
Post Office with the EU liberalisation in 2003. Post Office 
managers have plans to invest up to £2.7bn between now 
and 2003. But Neville Bain, (he Post Office chairman, said 
when announcing the corporation's annual results yesterday 
that It would be unable to finance such investment without 
Changes to its financial relationship with the government. Pre- 
tax profit (or 1907-98 was £851 m. up £74m on the previous 
year. Mr Bain said the Post Office was giving nearly 90 per 
cent of its profit to the government Alan Pike, London 


LONDON UNDERGROUND 

Private cash plans attacked 

The government* s chosen method of bringing private sector 
finance Into the state-owned London Underground railway 
was condemned es a "convoluted compromise” by the afl- 
party House of Commons transport committee yesterday. The 
spfit between infrastructure and train operations could create 
a financial shortfall leading to higher fares and a reduced ser- 
vice, the MPs warned. The government will award between 
one and three Infrastructure concessions to the private sector, 
while retaining train operations in public hands. But the com- 
mittee sad this meant that both parts of the system would be 
susceptible to management decisions over which they had no 
control. This might Bmit the number of organisations willing to 
take part Charles Batchelor, London 


T RANSPO RT WARNINGS 

Roads web site launched 

A web site giving details of roadworks and other obstructions 
was launched by the Highways Agency yesterday. The site 
wil alow travellers to cal up maps of the main road network, 
to read detailed descriptions of the work being carried out 
and then contact named officials by e-mail or telephone to 
make comments. It wil also cany details of web sites lor train 
and bus timetables. The address is http^Avww.highways. 
gov.uk Charles Batchelor, London 


ARM Intellectual Property: 

Enabling Innovation 



For further mformation, 
visit the ARM website at 

http://www.ara.com 

CONTRACTS & TENDERS 


'SS 


VIDESH SANCHAR NIGAM LIMITED 

(A Gout at Inda Enterprise) 


Sealed Global Tenders are invited from the reputed bidders for 
Supply & Installation of the following equipments for VSNL: 


Dnatptlfls 

BlEndwn 


Inter END Dn 


NM57 PRnnmBOlDlwtaasGlAS Requaisiert Hs.15.Ott MW 31W199B 
Ecopentsllz Rouen, torDntyear- OR u»raai 

Canutes. SjedranoiB Break-up U5SSOO OnU 

High Speed Modems, mtabbln Price 

Rack (tested Uodtnfi, Tbndu 

Hacte.fm.&tenec. 

A complete set of tender documents can be purchased by the inter- ! 
ested tenderers on submission of written appliedions to the 
address given below and upon non-refundable payment as above ' 
in the form of Demand Draft payable at Mumbai and drawn in 
favour of YHeslt Saochar Mgan Ltd. The tender documents 
will be available for sale from 16/07/1998 to 24/ 08/1998 between 
1500 Hrs. to 1700 Hrs. on all the working days. 

All tenders accompanied by Tender Security as given above shaJI 
be submitted on or before 1100 Mrs. (1ST) on the due date to the 
address given below. The tender shall be opened in the presence 
of bidders at 1500 Hrs. (1ST) on the due date. 

GUef fiaawal Mraagar (Ganaarciai) 

VHESH SASCHAR IDGAM LASTED 

4th Root; Videsh Sanchar Bhavan, 

Mahatma Gandhi Road. Fort Mumbai - 400 001. 

| Telj +91 (22) 262 4020 / 265 5015 Tlx.: +81 (11) 82429 VSNH IN 1 
Fax: +81 {22) 261 9449 / 261 9640 
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TECHNOLOGY 


HEALTH AIDS RESEARCH 


Simple to identify, 
difficult to destroy 



TECHNOLOGY WORTH WA TCHING 


Scientists worldwide remain unsure how to develop a vaccine to 
combat HiV. David Pilling looks at their latest initiatives 



[It takes hundreds of 
thousands of chemi- 
I cal "letters" to spell 
out the genetic code of many 
viruses. By comparison, the 
human immunodeficiency 
virus (HIV), which causes 
Aids, Is simplicity Itself. It 
has only 10,000. 

That, says Donald Burke, a 
vaccine specialist at Johns 
Hopkins University, makes 
HIV like a short story com- 
pared with the War and 
Peace scientists face when 
they study other pathogens. 
(Herpes, for instance, has 
300,000 such “letters”.) 

But while researchers 
know more about HIV than 
almost any other virus, they 
have not been able to 
destroy It. True, cocktails of 
drugs have been developed 
that can suppress HIV below 
detectable levels and prevent 
or postpone the onset of 
Aids. But such treatment is 
very expensive and hard to 
administer properly. 

For the developing world, 
where more than 20m people 
are HIV-positive and where 
the virus is spreading alarm- 
ingly, the best hope may be 
a preventative vaccine. But 
progress has been slow. 

One of the main obstacles 
is that the human body's 
natural immune system 
appears unable to fight off 
the virus unaided. It does 
produce an immune res- 
ponse, but in most people 
thk is inadequate to stave 
off Aids indefinitely. Vac- 
cines work by fooling the 
body into producing an 
immune response so that, 
should the real virus came 
along, the body is armed to 
defend itself. But if humans 
cannot combat HIV, it is not 
clear precisely what faimnnp 
response vaccines should 
seek to stimulate. 

That has not stopped some 
scientists from trying. They 
hope that if the tmrmiiM sys- 
tem Is primed, it may be able 
to deal more effectively with 
HIV in the event of infection. 
One approach has been to 


give macaque monkeys vac- 
cines based an simian immu- 
nodeficiency virus (SIV), a 
relative of HIV. Scientists 
take an SIV virus and snip 
away pieces until it Is “hob- 
bled” - or “live-attenuated'’ . 
The result is a virus suffi- 
ciently different not to cause 
the disease, bat Intact 
enough to trick the body 
into believing it is the real 
thing. That is a fine balance 
that researchers are still 
wrestling with. A farther 
complication is that scien- 
tists disagree about whether 
SIV is a close enough 
approximation of HIV. 


genetically engineered a vac- 
cine called Aidsvax. ft haa 
created a replica of gpl20, 
the spike-like “key” that HIV 
uses to pick the lock of its 
target hnwimM cells. On its 
own, the key Is harmless. 
But it should be enough to 
persuade the body It is 
mirier attac k. 

VaxGen, which has carried 
out trials of Aidsvax on 
hrnnana, has convinced the 
OS Food and Drug Adminis- 
tration it is safe. Aidsvax 
appears to cany no risk of 
infection. But does It work? 

To find out, VaxGen is 
starting Phase HE trials on 





A single human 
immuno-deficiency 
virus (fl lustration). The 
surface is studded with 
GP120 glycoproteins 
which bind to target 
white blood ceils 

Photograph: 

Science Photo Library 


Nonetheless, initial results 
were encouraging. Vacci- 
nated monkeys appeared to 
be protected against SIV 
even when the virus was 
subsequently injected Into 
their blood stream. Some set- 


up to 5,000 high-risk 
Americans, the most 
advanced HIV vaccine trials 
ever undertaken. Scientists 
are divided over the project 
One fear is that volunteers 
may Indulge In riskier 


entistB were so excited they ' behaviour in the belief they 
agreed - in principle at least are protected. VaxGen says 


- to be vaccinated with live- 
attenuated HTV In trials 
slated for 2000. 

Since then, the picture has 
darkened. Some monkeys 
have developed the Aids-like 
disease that SIV causes, 
inoinHKig a few that had not 
been exposed to SIV: in 
other words, the vaccine 
may risk causing the disease 
it is designed to prevent 
Some of those who volun- 
teered for the 2000 trial are 
having gponnd tho ug hts. 

Other researchers have 
taken a different approach. 
VaxGen, a Californian bio- 
technology company, has 


it has satisfied the FDA that 
there is no evidence for such 
behavioural change. Other 
sceptics have argued that 
vaccine volunteers are a pre- 
cious commodity; trials 
should not be carried out 
until researchers are confi- 
dent they are on to a winner. 

There can be no such cer- 
tainty about Aidsvax. One of 
the problems with HIV is 
that tt has multiple strains 
it is unlikely that any single 
vaccine will combat them 
afi. HIV is also a poor repli- 
cator; it makes faulty copies 
of itself that may be unre- 
cognisable as HIV at all. 


Evan VaxGm concedes that 
some people in the trial are 
likely to become infected, 
although it says failures will 
help it refine the vaccine. 

Thee are more fundamen- 
tal problems. One is that 
gpl20, whose precise struc- 
ture was only discovered last 
month, is good at what it 
does: breaking into immune 
cells. It sneaks around 
behind a protective shield 
until it is ready to strike, 
making It more difficult far 
combatants to locate. 

Second, many scientists 
believe that, in order to be 
successful, an HTV vaccine 
must prompt two immune 
responses: not only the pro- 
duction of antibodies, but 
also the activation of white 
blood cells, known as cyto- 
toxic T lymphocytes, which 
patrol the bloodstream and 
body tissues on the hunt for 
Infected cells to kllL 

Even strong proponents of 
testing HIV vaccines admit 
that VaxGen is unlikely to 
provide the whole answer. 
The solution, say sane, may 
lie in the “live vector" tech- 
nique. Here the aim is to 
smuggle part of the deadly 
virus into the body inside 
another pathogen that is 
hanwli»BB to hnrmma Canft- 
r ypo x , a relation of smallpox 
that infects birds but not 
humans, is one such vector. 
Once inside the body, the 
hope is it will start manufac- 
turing harmlewi versions Of 
proteins produced by HIV. 

Pasteur Merieux Con- 
naught, a French company, 
is starting trials in Uganda 
using the canarypox tech- 
nique. The aim is to provoke 
cytotoxic T lymphocytes into 
action before giving a 
booster to p rompt an anti- 
body response. 

That is the theory. But 
Seth Berkley, president of 
the International Aids Vac- 
cine Initiative, a lobby 
group, admits that a safe 
and effective HIV vaccine 
may still be 10 or mare years 
off. He even concedes that a 
vaccine may never be found. 
Such uncertainties, he says, 
are no excuse for inaction. 


Angiostatin and 
radiation pairing 
performs well in 
tumour trials 

Angiogenesis Inhibitors - 
drugs which b lock blood 
vas s a l formation - have been 
generating considerable 
interest as potential 

tre atmen ts for tumours, 
because they are less flkely to 
Induce resistance than is 
traditional chemotherapy. 

In today's Nature magazine, 
Ralph Weichselbaum and 
coOaagues at the University of 
Chicago describe how they 
have tested s combination of 
angfostettn, an angiogenesis 
inhibitor first Isolated from 
tumour-bearing mice, in 
combination with Ionizing 
radiation, to treat different 
types of tumour. 

In tests on mice with 
various types of grafted 
tumours and on a lung cancer 
oeil Bne (culture), they found 
that angtastaffn fri 
combination with radiation 
treatment was far more 
effective at suppressing 
estabflshod tumours than 
a Uaa treat ment a tom, 

The combination achieved 
this without Inducing 
resistance either to the dreg 
or the raefiation, or Increasing 
any toxic side effects. The 
treatment should be useful 
against brain, heed and neck 
tumours, the researchers say. 
Ralph R. Weichselba u m, US; 
tef 773 702 0817, tax 773 834 
7233, e-mail 
rrw9rover.uchlcago.edu 

New test for 
breast cancer 


Doctors may aoon be able to 
detect breast canoer much 
earlier - thanks to an 
"electronic bra", writes Pat 
Hagan. 

It could mean fewer women 
have to have breast X-rays - 
mammographies - or pelnfid 
biopsies to confirm whether a 
growth b m a ligna nt or benign. 

Mammographies cannot 
reliably detect cancers in 
younger women because of 
the density of their breast 
tissue. With the electronic bra. 
tumours in women of any age 


could po te nt tf y be detected 
in foes than a minute and^ 
causes no pain or discomfort 
to the patient 
it works by using a 
technique caflod Be c tricri 
impedance Tomography, or 
ST. Doctors attach the 
spedafly des&ied bra to an 
ordinary computer and pass 
tiny amounts.of electric 

current through the breest 
By measuring the level end 
pattern of currant wBHn cete, 
the electronic bra can 
produce a computer tmage 
that highfights potantiafly 
dangerous growths. 

Microwave 

kilns 

For thousands of yeare, 
ceramics producers Have 
been refining ways to heat a 
pot, tile, or com p o n ent to a 
high uniform temperature 
without cracking or defor mi ng 
it. The only way to Are the pot 
has been to heat Its surface 
and rafy on thermal 
conduction to reach Os core 
but this produces high 
temperature gradients and * 
stresses. 

Ncrw a type of kfln has been 
developed that uses 
microwave technology In 
c ombi nation with gas firing to 
produce ceramics more 
efficferrtfy, using lass than 30 
per cent of the energy needed 
for conventional gas burners 
or electric elements alone. 

The technique. MAGFor 
microwave-assisted gas fHng, 
Is the result of a four-year 


programme heeded by 
UK-based EA Technology end 
supported by ceramics 
manufacturers- worldwide. - 
Microwaves heat products 
cantraHy, sharply reducing 
thermal stresses. 

EA Technology, UK; tel & 1 S 1 
339 4181, tax $151 357 
1581. 

Dendritic cells 
aid transplants 

Dendritic cede - spedaleed 
white blood ceils - are known 

as the pacemakers oflhe 

fcnmune system for their rote 
regulating the activity of other 
irrrmixie cads wtthtn the body. 
But If genetkady manipulated, 
they may also significantly 
improve the body's 
acceptance of a transplanted 


organ, according to Univers&y 
of Pittsburgh researchers. 

Investigators ted by Angus 
Thomson, professor of sugary 
and director of tra n spl an t 
Immunology, are harnessing 
dendritic cede to “teach" T 

ceSs ~ body's 
physiological troubleshooters 
- to tolerate transplanted 
organs that would normaSy be 
recognised as foreign. 

Lauren Ward at University of 
Pittsburgh Medkal Center, 

US; tel 412 624 2607, artrM 
wardta9a1Jad.upmc.edu 

Advance in 
styrene oxidation 

The smefl of styrene, an 
aromatic chemical widely 



Pottering about: tradtikme! industrial Idas such as flris may soon 
ba iqfeced by ones using microwa v e technology Hutton Gstty 


used in polyester twins, w» 
be fernSar to anybody 
Involved in fife moulding of 
glass-fibre reWoroeef 
polyester (GRP) components. 
The imndnerti e nf or c e m en t of 
Euopeen Union tews to 
restrict styrene ereinion levels 
has prompted foe need, for a 
system that can be wed by 
GPP mould** oral she* 

A two-year European 
programme, co-oeSreted by 
PeraL the UK technology 
consuttanoy, fteeoomeup 
with a two-stage regmratiwi 
cycle invoMngacwtwn-bed 
absorption vessel and a 


catalytic ceddefion process, 
which Qtekfises the styrene 
kite water vapour and carbon 
dioxide. A prototype has bean 
working suocesafuky. 

Chris Mould. Pam. UK tal 
01684 601501 , or Him May 
at Matrmsur, tai UK (0)1753 
528511 or Fiance 1 6019 
1710 

Schizophrenia 
drag trials 

Scientists behove a new 
treatment to oonritet 
sc hizophrenia may be on the 
market in the US by late 1988 
and to Europe a few months 
later, writes Virginia Marsh. 

Phase a trials of M1OO0O7 
suggest the drug - which Is 
being developed by Hoaotat 
Marion Roussel, the 
pharmaceuticals arm of 
Hoechst of Germ a ny - te - 

active against the Snoss - 
without producing the side 
offsets ass o ci ated with 
sdsting treatments. 

Schizophrenia to the most 
common form of s evere 
mental Knees, affecting one 
person in 100. . . 

Ml 00907 - which is now in 
Phase 11! trials - modulates 
the release of dopamine, the 
important nsurotransn alter 
implicated hi schizophrenia, 
by blocking se roto nin 
receptors in the brain. Existing 
treatments block doprantoe 
receptors, accounting for 
many of the side effects, 
which include kwohtntaiy 
movemante and weight gabi. 
Hoechst Marion Roussel, tel 
UK 01895 834343. Germany 
69 3052987. 

Andrew Baxter 


SIEMENS 

NIXDORF 



You keep 
the roses. 


Modem Usystems promise you-the flexibility 
and speed you need to keep that crucial step 
ahead of your competition. The breathtaking 
pace with which new technologies are being 
developed for distributed systems and com- 
plex network structures is opening up brand 
new freedom and a wealth of options for 
custom-tailored rTsolutions.The real world, 
though, shows that this new freedom also 
brings with it a host of new problems. 


We worry about 
the thorns. 

Maximum system availability hinges upon compre- 
hensive support and cross-vendor know-how. Man- 
power and expertise that often enough exceed the 
capabilities of your own team. That doesn’t have to 
be a problem for you, though, if you put your trust in 
a competent partner who Mall stand by you right from 
the very beginning in planning, designing, deploying 
and operating your custom-tailored IT solution. A 
partner who will take the bothersome routine work off 
your hands and let you focus on your core business. 


Information Technology 
without the Thorns. 

So you can concentrate on the challenges 
of your market and leave the deployment 
and support of your systems and net- 
works to Siemens Nixdorf FT Service. 

Our specialists have the cross-vendor 
know-how that's needed to assure maxi- 
mum availability of your systems. For 
more infbrm8tion,simply fax this ad to 
us at +48-89-636-455 79. Oon'tfbrget 
to add your name and address! 


Siemens Nixdorf: User Centered Computing 
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wins battle for hokum 


Al tte mutan 

With .flame-throwinj 

Yorif 1 ! te , dev °nrm8 Nes 
tort In cinema B, a smal 

wy is growing up in neo-re 
ahst Rassla. In cinema A, ai 
snny of actors is screamin! 
*** throwing its arm 
around as a digitised gian 
w rocks life and transpor 
Patterns in Park Avenue. Ii 
cinema B. the noisiest thinj 
Jnat happens is a child faD 
«g out of bed, disturbed b' 
the sound of his parents’ Jov 
e-making. 


New week in the cinema, 
old battle. What do we give 
Precedence to, the bad 51m 
everyone will see or the good 
one almost nobody will? 
Godzilla is the movie you 
knew it would be: loud, 
large, mad (but not intenst- 
ingly enough) and full or 
overbearing special effects 
that climb over each other to 
get into your movie seat. All 
The Thief can offer is 97 min- 
utes of luminous humanism 
and the best child perfor- 
mance of the year. 

Do distributors do this 
deliberately? Last summer 
we had Anaconda and Kolya 
In the same week, a near- 


identical twinning of oppo- 
sites. I tackled that with a 
combined review: it was 
amazing the similarities one 
could see, when pressed, 
between giant Amazonian 
reptiles and orphans or the 
Prague Spring. 

Even under duress, 
though, i can't see a link 
between an overgrown Hol- 
lywood- Japanese lizard and 
a fable of postwar growing 
pains from Russia. Each 61m 
seems to exist to say “Ya 
boo” to the other. So let 
quality count and hokum 
take the hindmost. 


Director Pavel Chukhrai's 
father made the classic Bal- 
lad of a Soldier, proving that 
genes count. The Thief has a 
spellbinding simplicity. 
Pretty single mother is 
charmed and hoodwinked by 
a handsome “soldier' met on 
a train and sets up house 
with him. Child resents the 
new stepdad. who starts lav- 
ing down the law. But by the 
time his army uniform is 
exposed as a fraud, and the 
man as a roving thief, 
mother and boy bave fallen 
deeply in love with him. 

This is a film about the 
impotence of disillusion- 
ment. No matter what scales 
Call from your vision, if it is 
rosy-tinted enough you will 
still keep faith with the man 
unmasked as a tyrant, liar or 



Terrorised: GodzMla showers New York with some aggressive attention 


rogue. Chukhrai says the 
I950s-set tale can be read as 
a parable of Stalinism, with 
the stepfather (who has a 
tattoo of Stalin on his chest) 
inspiring the same love/hate 
emotions and exercising the 
some charm-or-despotisra as 
Uncle Joe. 

But for non-Russians the 
movie can stand on its own. 
Seeing through the boy's 
eyes - and Misho Philip- 
chuk's eyes are huge and 
inflated with wonder like 
balloons - our emotions bob 
about with each changeable 
mood that surrogate papa 
displays. We cower with fear 
at night when he seems to 
be choking mother to death: 
why else would she whimper 
like that as be writhes on 
top of her in the dark? Yet 
we burst with pride when he 
stands by us in a street, 
insisting we do unto bullies 
as they have done to us. 
“Punch him." he urges. 
“And again!" 

Chukhrai could have 
developed the mother's char- 
acter more. She stands about 
looking pretty and later, ill- 
ness-struck. lies down 
looking pretty. The movie's 
visuals also tend to the ano- 
dyne: too much diffused 


light and Vaselined tensing. 
But at best this is a touch- 
ing, credible picture or child- 
hood. Even if none or us was 
actually used as a human 
jemmy by a cat-burglar 
Tather - as this hero is in 
one bleakly hilarious scene - 
we recognise again our 
awful dependency on love 
and our urge to interpret 
anything that looked like 
attention as unstinting affec- 
tion. 

New York has the opposite 
problem with Godzilla. The 
radiation-mutated Pacific liz- 
ard - a Plagiasaurus Rex. to 
judge by its close resem- 
blance to one of Spielberg’s 
dinosaurs - showers aggres- 
sive attention on Manhattan. 
But the citizens know it 
can't be love, not even tough 
love. This computer-created 
descendant of Japan's pop- 
movie monster is 20 storeys 
high, give or take a mezza- 
nine. can bounce taxis with 
a single thud of the foot, and 
bides out between raiding 
parties in the city's vast sys- 
tem of underground tunnels. 
This is hard to believe, but 
since the film is 2’-« hours 
long you just have to sit 
there and try. 

Godzilla makes life diffi- 


cult for bio-geneticist Mat- 
thew Broderick, itinerant 
French insurance investiga- 
tor Jean Reno, and TV news 
bimbo Maria Pltillo. Tbis 
last character is becoming a 
staple of lazy disaster epics: 
see Deep Impact. 

The statistics are simple. 
One monster bigger, noisier 


THE THIEF 

Pavel Chukhrai 


GODZILLA 

Roland Emmerich 


LIFE IS ALL YOU GET 

Wolfgang Becker 


THE UTTLE MERMAID 

John Musker and Ron 
Clements 


and more monotonous than 
any other in recent cinema. 
A hundred-odd offspring 
who spring from Alien-style 
eggs and look like Jurassic 
Park- style velociraptors. 
And most of the population 
of Central Casting, playing 
hard-pressed soldiers or 
National Guard. H We’re 


going to need bigger guns." 
says someone. Jaws-styie. 

Almost everything in tills 
movie is borrowed from 
another one. Derivativeness 
mattered less in Indepen- 
dence Day . the last film from 
the writing-directing duo of 
Roland Emmerich and Dean 
Devlin. There, the plot and 
dialogue were almost design- 
er-cheesy. Godzilla, by con- 
trast. manages to be bare 
and gloomy as well as sec- 
ond-band. The script is a 
subplot-free, almost charac- 
ter-free zone. And though 
the special effects are awe- 
some, how long can you sit 
there being awed?; especially 
since the monster's A-to-Z of 
New York seems to send him 
down the same streets over 
and over again. 

There is a funny scene on 
an elevator, a memorable 
one featuring the Chrysler 
Tbwer and a clever denoue- 
ment on the Brooklyn 
Bridge. Otherwise, this is 
an auto-destruct movie apoc- 
alypse whose final shot 
hinting at a sequel seems 
more of a threat than a 
promise. 

* 

Wolfgang Becker's Life Is All 
You Get is a sample of mod- 


ern German cinema, a form 
that has fallen into steep 
decline like modem German 
football. Becker dribbles 
deftly, however, through his 
runny-forlorn maze of a Ber- 
lin-set plot, whose hero (Jur- 
gen Vogel) works in a 
slaughterhouse by night and 
searches by day for some- 
thing more resembling life 
and affirmation. 

He doesn't often find it, 
but he and we enjoy the 
quest Amid an earthly hell 
of reproachful parents, 
beleaguered immigrants, 
overprolonged war guilt, fear 
of Aids and fear of TV game- 
shows. he at least manages 
to meet musician-girlfriend 
Vera (Christiane Paul) and 
ageing British rocker Baddy 
iMofo's Ricky Tomlinson), 
This is a wayward, appealing 
movie, a kind of Pilgrim's 
Progress without the religion 
and without - though the 
stasis grows on you - much 
progress. 

Disney's The Little Mer- 
maid is back. Bikini-topped 
nerelds, singing fishes, 
bright colours, and some 
passing but not overambl- 
tious resemblances to Hans 
Christian Andersen's origi- 
nal story. 


THEATRE AFTER DARWIN 

Too clever to write a good play 


It takes masterly treatment 
to bring off these post- 
modern time-travelling 
games, stories of bygone folk 
being investigated and/or 
paralleled and or misunder- 
stood by present-day folk, in 
wbich we are shuttled 
between then and now. and 
are shown the dreadful clev- 
erness of the author. Timber- 
lake Wertenbakor's new 
play. After Datum, is a vir- 
tually archetypal example of 
the genre at its most 
self-conscious. 

Very promisingly, it hurls 
us straight into the instantly 
tragic tale or the virtually 
forgotten. Bible-trusting 


Captain Fitzroy of the Bea- 
gle who took Charles Darwin 
to the Calapagos Islands, 
and who was so dismayed by 
the theory of evolution and 
by the seriousness or its 
challenge to the received 
view of God's role in cre- 
ation. that eventually he 
committed suicide. There is 
a real play to be made out of 
thw relationship of those two 
men - hul Wortenbaker is 
con clever to write it. 

In After Darwin, the 
Fitzroy- Darwin story turns 
out to he merely scenes from 
a play within a non-play. In 
the non play. Wertenbaker 
not only unes us the modem 


actors playing Fitzroy and 
Darwin, she also gives us the 
director and the playwright 
One actor is gay. the director 
is female and Bulgarian, the 
other actor falls in love with 
her, the playwright is black 
and American, and all of 
them are simply gruesome. 
They aren't characters, they 
are pawns whom Werten- 
baker pushes around in an 
increasingly pathetic effort 
In bring up as many issues 
as possible; homosexuality, 
race, the former communist 
bloc, history, and. of 
course. Darwinism and anti- 
Darwinism: you can hear 
Wertenbaker patting berself 


smugly on the back. 

Michael Feast, an actor as 
insistent to display his art- 
fulness as Wertenbaker is, 
plays Fitzroy. The very plac- 
ing of his voice, as well as 
his over-cultivated spinning 
of vocal tone, completely 
divorce tbe words he speaks 
from the feeling he intends. 

As the atrocious Bulgarian 
director Millie. Ingeborga 
Dapkunaite shouts, bounces 
her knees, and shakes her 
forearms In several gestures 
per sentence. After about the 
first 10 seconds, this proves 
very hard to bear. Jason 
Watkins is charming and 
subtle as Darwin, charmless 


and vulgar as the actor Tom. 
Colin Salmon is as likeable 
as the cardboard role of the 
playwright Lawrence will 
allow him to be. Joanna Par- 
ker, designing, understands 
the play perfectly. She pro- 
vides a basic framework in 
Act One to suggest the shape 
and feel or the Beagle's hull, 
then dismantles it io Act 
Two to suggest the fragmen- 
tary mndern anti-world of 
Wcrtenbaker's non-play. 
Lindsay Posner directs: as 
meshed and planned as Wer- 
tenbaker might hope. 

Buried amid this is Lhe 
genuinely tragic tension 
beLween Fitzroy and Darwin. 


Fitzroy says of Galileo and 
Copernicus. "It does not mat- 
ter whether the sun revolves 
about the earth; or the oppo- 
site." But he says of Dar- 
win's Origin of Species: “This 
is disorder and despair." 

For teaching me of 
Fitzroy, I am grateful to 
After Darwin ; and, late in 
the day, Wertenbaker tells 
us that it was Fitzroy who 
invented the shipping fore- 
cast and who named most of 
the zones (Dogger, Fastnet, 
etc.) still used today. I want 
to love a playwright who 
passes on information like 
that, but the artfully multi- 
layered elaboration or the 
speech in which it arrives 
freezes the love on my lips. 

Alastair Macaulay 

Hampstead Theatre, London. 


Bemused by a 
talking parrot 


THEATRE 

A^mRMAMjLAY 

Doctor brittle 

Labatfs Apoflo, Ha u nnei sm tth 


The tales of Doctor Dolittle, 
created by Hugh Lofting 
between 1917 and 1933, are 
terminally English: tales in 
whicb animals large and 
Hwiall are uniformly reduced 
to nursery good conduct and 
huggable docility and jolly 
t p«m spirit Still, they have 
their charms. Decades after 
reading them, I still refer to 
the Pushmepullyoo. But oh! 
do anything, Doctor Dolittle, 
do more, do less, do nothing 
at all, but don't don't don't 
appear In a musical - least 
of all in the soft underbelly 
of tbe species, a postwar 
English musical. 

This is, mind you, a mega- 
musical. It has Phillip Scho- 
field: and Julie Andrews; 
and simply dozens of anima- 
tronics; and l am not sure I 
can tell one of them from 
another. Whatever anima- 
tronics are, surely Phillip 
Schofield has always been 
one of them, hasn’t he? And 
he and Julie Andrews are 
really the same person, 
aren't they? - both the same 
Blue Peter type of pre-sexual 
android, artificially whole- 
some. radiantly well- 
groomed, with smiles that 
you could see on Pluto and 
mistake for the Milky 
Way . . . Who. on a dark 
night at Labatt's Apollo, 
could tell the two apart? And 
Schofield would be perfect in 
Victor! Victoria. 

Actually, the show doesn't 
have Julie Andrews ellc- 
mime, it merely has her 
voice. But this - as embed- 
ded in Polynesia the parrot - 
is more than enough. Or as 
Andrews would say, with 
those lethal ly refined and 
excruciatingly laundered 
vowels of here. Polynesia the 
“perrot". Needless to say, 
she soon joins Doctor Dol- 
ittle in his wish to talk to 
the "p. nnimals ". I am not 
sure whether it is she or 
Polynesia that keeps telling 
us that she will shortly cele- 
brate her 200th birthday, in 
that, if nothing else, you 
believe her. I heartily wished 
for her sake and ours she 
would become an ex-parrot 
or ex-perrot 

Well, you don't want to 
hear about Julie or Phillip, 
do you? No - I know what 
FT readers like - you want 
to hear about the anima- 
tronics. Or ennimatronics. 
At the end, Phillip rides 
through the air from the 
back of the gallery down on 


to the stage on the back of a 
Giant Lunar Moth, a sort of 
furry mini-aircraft with 
Happy wings. 

As my companion re- 
marked. this is a Giant 
Lunar Moth which seems to 
have spent an undue amount 
of time in Las Vegas: lots of 
sparkly and multi-coloured 

accessories. But never mind. 
When did you last see a 
Giant Lunar Moth? Or a 
Giant Pink Sea Snail? 

It is a very sentimental 
snail: the audience's favour- 
ite moment was when it 
grinned and frowned and 
mugged other vast facial 
expressions during the uot- 
very-climactic scene when 
the woefully repressed Doc- 
tor Dolittle and Emma Fair- 
fax announced that they 
rather liked each other. The 
snail's Lice, you see. is about 
15ft tall. I kepi wishing it 
would eat somebody. How 1 
longed for Kennit the Frog. 
But Doctor Dolittle's animals 
are all so damnably co-opera- 
tive, ADd, iu this staging, so 
endlessly cute. 

Still, there are worse 
things than ruteness. There 
are worse things even than 
■tulip Andrews' vowels. Early 
on in tbis production 
(directed by Steven Pimlott, 
designed by Mark Thomp- 
son), I found myself, to my 
surprise, wishing that Dorter 
Dolittle had received the 
Disney treatment: and that 
wish never went away. The 
Disney studies; would know 
how to put Phillip and Julie 
and umpteen animat ronjes 
into a cute show with wit 
and with zip and with music 
that didn't make you 
yawn. 

For the really terrible 
thing about this Doctor Dot- 
irtle is in Us treatment by- 
Leslie Bricusse. Tbe book, 
the music, the lyrics are al! 
by him. “There are so many 
fabulous faraway places to 
see!" You can imagine the 
tune that goes to that. You 
can imagine the next line 
too. (“Such as Mexico. 
China. Paraguay. Rome and 
CapriD. 

Every time a new song 
begins, you can imagine how 
the rest of it will go. And the 
spoken words in between are 
every bit as corny. Bri- 
cusse’s style reminds us of 
tbe English musical before 
Lloyd Webber just as terri- 
ble. but more genteel, much 
more ingratiating', infinitely 
more English. Would you 
take a child to see Doctor 
Dolittle? It is the sort of 
show that grandparents used 
to think children would like. 
I would recommend it only 
to childatronics. 



Mega-musical: PhHp Schofield as Doctor DoEttie 


INTERNATIONAL 

Arts 

Guide 

ATLANTA 

EXHIBITION 
High Museum of Art 

Tel: 1-404-733 4444 
Self-Taught Artists of foe 20th 
Century. An American Anthology. 
300 works by more than 30 artists. 
Includes paintings, sculpture and 
installations; to Sep 20 


BASLE 

EXHIBiTON 

Kunstrnu5eui» 

Tel: 41-61-271 0828 
rtwwJojnsmiuseumbase/. ch 
Andy Warhol: Drawings 1942-1987. 
Around 230 works by the American 
pop artist, most of them on loan 
from the Andy Warhol Museum in 
Pittsburgh and the Warhol 
Foundation in New York: to Jul 19 


EDINBURGH 

exhibition 

Royal Museum 

Tel: 44-131-223 7534 
diwurjTms.ac.uk 
Chinese Lacquer ^8 objects 
selected from the museum's 
lacquenvare collection, the oldest 


ol which is more than 2.000 years 
old: from Jul 15 to Mar 28 


FORT W ORTH 

EXHIBmON 

Kimbell Art Museum 

Tel. 1-817-3328451 
www. I'jmbellarLorg 
Ancient Gold: The Wealth of the 
Thracians. 300 pieces of gold and 
silver including weapons, nngs, 
necklaces and ornaments, from the 
Republic of Bulgaria. Metalwork is 
the principal archaeological legacy 
of the Thracian people, who 
occupied most at central Europe 
irem the 5th millennium B.C. until 
lhe 4th century AD: to Jul 19 


GLIMiMERGLASS 

OPERA 

Alice Busch Opera Theater, 
Cooperstown 

Tel: 1-607-547 2255 

• Falstaff; by Verdi. New 
production directed by Leon Major 
with sets and costumes by John 
Conklin. Conducted by George 
Man ah an. Cast includes Kevin 
Savin, Stephen Powell and Amy 
Burton: Jul 19 

• The Mother of Us All: by Virgil 
Thomson. Conducted by Stewart 
Robertson in a new staging by 
Christopher Alden, with sets by 
Aden Moyer Jul 18. 20 


GLVNDEBOURNE 

OPERA 

GJyndeboume Festival Opera 
Tel: 44-1273-815 000 
• Capnccio: by R. Strauss. 
Revival conducted by Andrew 
Daws and directed by John Cox. 


The Countess is sung by Kiri Te 
Kanawa until Aug 5 and thereafter 
by Felicity Lott. With the London 
Philharmonic Orchestra: Jul 18 
• Simon Boccanegra: by Verdi. 
New production conducted by 
Mark Elder in a staging by Peter 
Hall. With the London Philharmonic 
Orchestra. The title rule is sung by 
Elena Prokina; Jul 19 


GRAZ 
DANCE 
Opemhaus 
Tel: 43-316-80080 

• Kirov Ballet: Swan Lake; Jul 16 

• Kirov BafleC Fokine evening; 
Jul 17 

• Kirov Ballet La Bayadere; 

Jul 18 


LONDON 

CONCERTS 
Barbican Hall 
Tel: 44-171-638 8891 
Carmen: by Bizet. Sir Colin Davis 
conducts the London Symphony 
Orchestra in a concert 
performance, with soloists 
Including Olga Borodina and Jose 
Cura; Jul 17 

B8G Proms, Royal Albert Halt 
Tel: 44-171-589 8212 

• BBC Symphony Orchestra 
Andrew Davis conducts Berlioz’ 
The Damnation of Faust on the first 
night of the Proms. With the BBC 
Singers and Symphony Chorus, 
and soloists Richard Margtson. 

Bryn Terfel, Ann Murray and 
Donald Maxwell; Jul 17 

• Les Arts Florissants: conducted 
by William Christie in Rameau's 
Zoroastre; Juf 18 


EXHIBITIONS 
Hayward Gallery 
Te/: 44-171-261 0127 
www.hayward-gallery.org.uk 
Bruce Nauman: spanning the 
career of the American artist, 
b.1941, this exhibition focuses on 
his relationship with language, and 
includes sound and video 
installations as well as neon 
pieces; from Jul 16 to Sep 6 
National Gallery 
Tel: 44-171-839 3321 
Venice through Canaletto's Eyes: 
taking the form of a journey along 
the Grand Canal, this display 
brings together 23 paintings and 
drawings of the artist’s native city: 
to Oct 11 


MILAN 

OPERA 

Teatro aflaScata 
Te/: 39-02-88791 
www. lascaia-mllano. it 
Lucrazia Borgia: by Donizetti'. 
Conducted by Gianluigi Gelmetti in 
a staging by Hugo De Ana. Casts 
vary, look out for Rente Fleming; 
Jut 16. 18 


MONTREUX 

JAZZ 

Montreux Jazz Festival 
Tek 41-21-966 4439 
www.montreLoqaz7.com 
Montreux Jazz Festival: the 
musical chmh has been 
broadened to Incorporate a greater 
range of styles. Highlights tins 
week Include Michel Petrucciani 
(Thurs), and Youssou N'Dour and 
LTJ Bukem (both on Saturday, the 
festival's last night, at the 
StravinsW and MHos Davis Halls 


respectively); to Jul 18 


MUNICH 

CONCERTS 
Phahamnonie Gasteig 
Tek 49-89-5481 8181 
Munich Philharmonic Orchestra: 
conducted by Jun Markl in works 
by Brahms, Mahler and 
Schoenberg. With soloist Barbara 
Hendricks; Jul 16 

OPERA FESTIVAL 
Bayeriscbe Staatsoper 
Tel: 49-89-2185 1920 


• L’lncoronazione dl Poppea: by 
Monteverdi. Conducted by Ivor 
Bolton in a staging by David Alden. 
Cast includes Ian Bostridge; 
Prtrcregententheater; jul 16, 19 

• Macbeth: by Verdi, Conducted 
by Mark Elder in a staging by 
Harry Kupfer, with sets by Hans 
Schavemoch and costumes by 
Reinhard Heinrich. Cast includes 
Maria Guleghina; Jul 16 

• Simon Boccanegra: by Verdi. 
Conducted by Fabio Lulsi In a 
staging by 77m Aibery. Cast 
includes Amanda Roocroft and 
Alan Opie; Jul 18. 21 


SAN FRANCISCO 

CONCERT 

Davies Symphony Han 
Tel: 1-415-864 6000 
www.sfsymfdTony.org 
San Francisco Symphony 
Orchestra; conducted by Gerard 
Schwarz In a programme of French 
works including Sarasate's Carmen 
Fantasy and Chabriw's Esparia. 
With violin soloist Elmar 


Oliveira; Jul 16 


SANTA FE 

OPERA 

Santa Fe Opera 
Tel: 1-505-986 5900 
wwwjantahopera.org 
• Madama Butterfly; by Puccini. 
John Crosby conducts a 
production directed by John 
Copley; Jut 17 


SCHLESWIG- 

HOLSTEIN 

CONCERT 

Schleswig-Hotstein Music 
Festival 

Tel: 49-431-567 080 
Orchestra della Toscana: 
conducted by Gabriele Ferro in 
works by Rossini, Stravinsky. 
Rossini and Cherubini; Retthalle, 
Wotersen; Jul 16 


STUTTGART 

OPERA 

Staatsoper Stuttgart 
Tel: 49-711-202090 
• Alcina: by Handel. New 
production by Jossi Whaler and 
Sergio Morabfto,conducted by Alan 
Hacker, with designs by Anna 
Vlobrock; Jul 16, 20 


TOKYO 

CONCERT 

Suntory Hafl 

Tel: 81-3-3584 9999 

• Tokyo CSty Philharmonic: 

conducted by Taijiro limori In 

works by Mozart and Orff: Jul 16 


• Yomiuri Nippon Symphony 
Orchestra: conducted by Alexander 
Lazarev in works by Mendelssohn 
and Dvorak: Jul 17 


VERONA 

OPERA 

Arena efi Verona 
Tel: 39-045-800 5151 
mvw.aren&rt 

Un Ballo in Maschera: by Verdi. 
New production by Giuliano 
MontakJo with sets by Luciano 
Rlcceri. Conducted by Daniel Oren 
(Angelo Campari on Aug 26). Maria 
Guleghina sings on 24 Jul: Jul 17 


■ TV AND RADIO 

• WORLD SERVICE 

BBC World Service radio for 
Europe can be received in western 
Europe on medium wave 648 KHZ 
(463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday. GMT; 

°6-30: Moneyline with Lou Dobbs 
1&30: Business Asia 
19-30: World Business Today 
2 2-00: World Business Today 
Update 

• BusinesaMarket Reports; 
05:07: 06:07; 07:07; 08:20; 09-20- 
1020; 11:20; 11:32; 12:20; 

14:20. p 

At 0850 Tanya Beckett of FTTV 
reports live from LIFFE as the 
London market opens. 
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COMMENT & ANALYSIS 



LIONEL BARBER 

EUROPEAN VIEWPOINT 


Move over, Mettemieh 

Foreign ministers are being elbowed aside within the EU. 
Premiers and finance ministers rule the diplomatic roost 


Foreign ministers used to be 

kingpins in the European 

Union. They cut the big 
deals. Their writ ran wide. 

With one or two 
exceptions, the present is 
EU foreign ministers are a 
dull bunch. None has the 
stature of a Hans -Dietrich 
Genscher or a Boland 
Dumas. Their monthly 
meeting point - the once 
powerful General Affairs 
Council - has turned into a 
wheezing talk-shop. 

The Austrian presidency 
chaired its first meeting of 
the council this week. It was 
a solemn occasion of sorts, 
since Austria is a new 
member eager to make its 
mark. In the event, the 
one-and-a-half-day meeting 
offered a snapshot of how far 
foreign ministers have fallen 
from grace. 

First came a leaden debate 
before television cameras. 
Then there were travellers' 
tales from ministers and 
commissioners back from 
exotic spots such as 
Guinea-Bissau. More 
hand-wringing over Kosovo. 
The highpoint: refusing 
visas to politicians from 
Belarus. 

By Tuesday morning, 
when high-level contacts 
with Mexico, Moldova and 
Tunisia were due to take 
place, only two foreign 
ministers were still present 
EU ambassadors sat in the 
others' places, offering 
excuses for their absent 


permeates every aspect of 
national political debate. It 
has become an extension of 
domestic policy. Move over, 
Mettemieh. These days, EU 
leaders meeting In ever more 
regular summits are 
determined to get a grip on 
the direction of the EU. 

Economic and monetary 
union is reinforcing the 
trend. Six years of 
negotiations on the terms of 
Emu haw created bonds 
among finance ministers 
that would be unthinkable 
among footloose foreign 
ministers. It has also 
spawned rival power centres, 
such as the E-U forum for 
countries that will use the 
euro; and It has accelerated 
pressure for more informal 

The bonds 
between finance 
ministers would 
be unthinkable 
among footloose 
foreign ministers 


The decline of the General 
Affairs Council tells us 
much about the shifting 
balance of power in the EU. 
Foreign ministers are being 
elbowed aside by prime 
ministers and finance 
ministers. Why? Because the 
business of Europe is too 
important to be left to 
diplomats. 

Once upon a time, it was 
fine to treat “Europe” as a 
refined version of foreign 
policy. Today the EU 


meetings, where smaller 
groups of officials and 
ministers can pre-cook 
decisions. 

When EU leaders meet In 
mid-October in Vienna for a 
th umb -sucking session on 
the future of Europe, the - 
men and women from the 
foreign offices will stay at 
home. EU ambassadors - 
almost all of whom come 
from a diplomatic rather 
than political background - 
have been shut out of 
meetings of the E-ll. 
Finance ministers have 
insisted there i a room 
for one official only, 
and that person must be 
theirs. 

The decline of foreign 
ministers might not 
necessarily be terminal, 
however - as the British 
foreign office discovered 


during its recently 
concluded EU presidency. 
There Is much to be gained 

by dispatching middle- 
ranking ministers to trouble 
spots such as Asia wrapped 
in an EU flag. He or she can 
$peak on behalf of 15 
medium-sized countries with 
considerable clout when it 
comes to foreign aid and 
trade. 

The creation of a new 
co-ordinator for the ElTs 
common foreign and 
security policy could also 
give better direction to the 
General Affairs Council. We 
can expect an appointment 
in December, though 
whether it will be a senior 
diplomat or high-profile 
politician remains unclear. 

The bigger question is 
whether the council can 
cling to its previous role as 
grand coordinator of policy, 
or whether something new is 
required that will further 
sideline the foreign 
ministries. 

The first test will come 
when foreign ministers meet 
in mid-September in 
Salzburg. There they will 
discuss a paper drawn up by 
the so-called Trumpf group 
of high-level civil servants, 
which has been working in 
secrecy in Brussels on a 
blueprint to relnvigorate the 
General Affairs Council. 

The word is that the group 
will recommend a new 
division of labour. The ElTs 
ever expanding relations 
with third countries will be 
transferred to a freshly 
styled foreign affairs council. 
This forum will also deal 
with trade. Political 
directors - the cliquish 
national diplomats who 
spend hours preparing 
declarations on human 
rights abuse in East Timor 
or Sudan - will report to tbe 
new council. 

The General Affairs 
Council, meanwhile, will be 
upgraded. It will deal with 
the big political questions of 


the day, such as EU 
enlargement to central and 
eastern Europe. 

Tbe question is who 
wangles an invitation to sit 
on the revamped council- 
One idea is to dispatch 
European affairs ministers, 
who would report directly to 
heads of government 
Another is to invite 
vice-premiers from national 
capitals, underscoring the 
political weight of the new 
decision-making forum. 

Both solutions have one 
drawback: they risk 
disturbing the balance of 
national governments, 
particularly in the case of 
coalitions that are tbe rule 
of thumb in continental 
Europe. Imagine how Klaus 
KinkeL Germany’s foreign 

minis ter, would react to 
giving up his seat on the 
General Affairs Council to a 
young whipper-snapper in 
his own PDF liberal party 
or to Wolfgang SchSuble, 
the CDlTs chanceUor-in- 
waiting. 

These are constitutional 
rather than organisational 
questions. Whatever the 
outcome, foreign ministers 
would be wise not to ignore 
the pressing business at 
hand: wrapping up the 
reforms to regional aid and 
the Common Agricultural 
Policy by the agreed 
deadline of March 1999. 

Belatedly, people are 
realising that these reforms 
are too important to be left 
to the bean-counters in 
national finance ministries. 
Nor can they be left to 
“technical experts" whose 
vision does not extend 
much beyond the next milk 
quota. 

They - and eastern 
enlargement - are the 
ultimate test for foreign 
ministers and the EU. Delay 
will confirm there is a hole 
at the heart of EU 
derision-making that the 
diplomats have no hope of 

filling 


tionelbarber@ftbe.com 

■ From today, Lionel Barter's 
Eropean Viewpoint wi appear 
ev«y other Thursday, atemathg 
witti Samuel Britton's Economics 
VewpoinL PMp Stephens's 
pofitics cdunn wfl appew every 
Friday. Peter Martin's bustess 
column wM appear every 
Tuesday. Martin Wolfs oofcswi 
Mffl appear NMMyeranr 
Wednesday. • 



LETTERS TO THE EDITOR 


Russia must clarify the ambiguity 
surrounding Gazprom’s status 


From b£r Eric Magrntsson. 

Sir, In my view, tbe Rus- 
sian government has not 
addressed the hardest 
question about Gazprom 
which is: where runs the 
boundary between Gazprom 
and functions of the Russian 
state? 

Gazprom is not just a gas 
company; the government 
has poshed it into becoming 
also a credit giver of macro- 
economic importance. 
Domestic customers alone 
owe Gazprom more than 
$14bn - equal, to 3 per cent 
of Russia's gross domestic 
product in 1997. A company 
which, until now, has not 
been allowed to collect frilly 


its huge, growing claims is 
in practice- sharing a central 
bank's job - refinancing the 
economy. 

On top of this, Gazprom 
has been forced to give huge 
credits to former Soviet and 
Comecon republics. It is 
awash with Ukrainian state 
bonds issued for the Ukrai- 
nian gas debt. Nevertheless, 
Gazprom is ccptributiDg 25 
per cent of Rusda’s total tax 
-income. 

Our studies show that Gaz- 
prom's main problem is not 
its sheer size of tax arrears 
- it is its hybrid function in 
the economy. The Interna- 
tional Monetary Fund 
should ask the Kremlin: 


what do you wank 
to be, a blut*cttpj 
company or a — -j 

the federal government, an 
auxiliary central bank, an 
auxiliary tax caHecfe\ or a 
foreign aid bank? - * 

The present' ambiguity 
surro unding Gazprom. Is a 
vestige of the forixiSr*Sbvtet 
system and has Active 
effects on the Eu&fag 
nomlc reform, on Gsapfrenttf 
business strategy-- ssOftti 
European gas markets 

Eric Magnusson, 
director, 

petroStndiesCkHupany, 

21370 Mahno, 

Sweden 


Deficits are 
different 



Contrary to 

economic 

principles 

From Professor Andrew 
J. Oswald. 

Sir. The government view 
of public-sector pay is 
becoming increasingly 
unusual (“Schools and hospi- 
tals set for spending rise". 
July 15). I know of no eco- 
nomics textbook or journal 
article which sees public pay 
as a macro-economic instru- 
ment Rather, all economists 
believe it is something to be 
decided on micro-economic 
grounds - to give us, as the 
chancellor, Gordon Brown, 
might put it, educators of 
the right quality, quality, 
quality. 

Interfering on macro- 
economic grounds .with pay 
review bodies’ decisions is 
like telling juries that for fis- 
cal reasons we cannot have 
guilty verdicts. It seems not 
merely unprincipled but to 
show a misunderstanding of 
first principles. 

Andrew j. Oswald, 
professor of economics. 
University of Warwick, 
Coventry CV4 7AL, OK 


Other World Cup grumbles 


From Ms Rachel Markus. ' 
Sir, I enjoyed reading 
Peter Aspden's list of things 
the World Cup could do 
without (“A quick dive into 
France 98*8 foul depths”, 
July 8) as I returned heme 
from France alter attending 
the Brazilian-Holiand semi- 
final. After travelling to Mar- 
seilles via London, the Chan- 
nel to Paris, an overnight 
train to Marseilles, and a 
two-hour ride from my hotel 
in St Tropez, rd like to add a 
few thing s a World Cup fen 
(such as D could do without 

• Pedantic foreigners ask- 
ing my nationality, as it’s 
apparently inconceivable an 
American woman can be an 
avid football fen; 

• The misconception that 
the US’s poor performance 
may be attributable to rea- 


sons such as we caff the 
game soccer and we lack any 
worthy cheers or football 
songs; 

• American bar owners’ 
misconception that only for- 
eigners or the unemployed 
watch the World Cup games, 
hence the impossibility of 
watching the games at a 
local pub after work; 

• The proclivity of the 
broadcasters to focus on 
Ronaldo’s girlfriend as fre- 
quently as the game; 

• Fair weather fens who, 
after the Cup. will forget the 
beauty and excellence of the 
sport of football and who 
lose interest when there are 
no hooligans shown an TV. 

Rachel Markus, 

813 East 11th Street, 

New York, NY 10008, US 


The full costs of smoking 


Prom Mr Raman PateL 
Sir, Clients of KPMG must 
have been disturbed by the 
revelation that time spent 
smoking ("When workers 
have to take to the streets", 
July 7) by two consultants is 
chargeable. They may, of 


course, have been discussing 
client matters but the prac- 
tice clearly raises questions. 

Raman Patel, - - 

Berkeley Associates, 

5 Roman Way, 

Bracknell, Series, UK 


(Utters, 

July Itf'b wrung; ‘fo identify 
{fop ffnpnrfari Of UK 

US's private sector with tbe 
deficit the US's fbfeign 
balance. Although" these two 
deficits are blood relations 
: (vfcrlW accounting identity 
which makes the difference 
between them equal to tbe 
govErtUuent’s budget deficit), 
fifey art distinctively moti- 
vated and often move quite 
divergently. In my article 
(Personal View, July 10) I 
exggessed concern because 
the private deficit cannot go 
on growing much longer and 
because when It slope doing 
so the motor which has 
dri ven the" US economy for 
the past six years will cease 
to operate. 

Whether or not the US's 
balance of payments deficit 
is sustainable indefinitely is 
an important but entirely 
different question. ' 

Wynne Godley, 

Jerome Levy Economics 
Institute, 

BUthewood, 

Amiandato on-Httdson, 

New York 12504-5000. US 


Banking on a 
fall term? 

Front Mr Steven Parker. 

Sir, Presumably, in the 
light of their fierce objec- 
tions to deals cut in secret 
by their European partners 
(“French banks attack 
exchange link”, July 10). 
Michel Freycbe and the 
French bankers’ association 
which he heads will be 
pressing their government to 
demand that Wim Duisen- 
berg saves out the full term 
expected of a European Cen- 
tral Bank president. 

Steven Parker, 

5, The Meadway. 

Blackbeath. 

London SE3 0UP, UK 
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Shape of things to eome 

Robert Chote on whether the stowing UK economy will be able to survive the downturn 
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n overvalued 
pound, weak 
demand from Asia 
and upward pres- 
sure on wages are combining 
to strangle the profits of 
British companies. The tim- 
ing and magnitude of their 
response will determine 
whether the economy suffers 
a soft or hard l an dta g - and 
in what shape it emerges 
from tbe downturn. 

Profit warnings have 
become an everyday event, 
with engineering companies 
and consumer goods retail- 
ers at the fo re fr o n t of those 
with bad news. So gloomy 
have their tidings been that 
last week’s announcement 
by Dixons, the country’s 
largest electrical retailer, 
that current sales bad fallen 
"only" 10 per cent was 
greeted with relief. The mar- 
kets had feared worse. 

The outlook for profits has 
been deteriorating for some 
time. Last year analysts 
expected the earnings of UK 
quoted companies to grow 
more than 10 per cent in 
1998. Now, their average 
forecast is less than 6 per 
cent Some believe even this 
is optimistic: Mark Brown 
and colleagues at ABN-Amro 
have just reduced their prof- 
its growth forecast for this 
year from 4 per amt to zero. 

“So fer, much of the down- 
grading of profits forecasts 
has been .reflected merely in 
lower growth rates,” says 
Richard Jeffrey at Charter- 
bouse Bank. “The next 
phase in this process will be 
more painful: it will be when 
companies generally start to 
talk about profits felling." 

Why the deterioration? 
The main cause is a rise in 
real wages. 

Yesterday's figures from 
the Office for National Sta- 
tistics showed that average 
earnings growth in the pri- 
vate sector had accelerated 
to fm per cent in the year to 
April. That was well above 
the headline inflation rate of 
3.7 per cent Unit wage costs 
In ma n u f acturing were 6.5 
per cent higher in the three 
months to May than in the 
same period a year earlier. 

“For a period, a tighter 
labour market gives more 


Companies' financial balance* 

As 3% at 6DP 
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- with deflation in 
some sectors - is a severe 


profit margin squeeze." 

This profit squeeze at 
home win be offset to some 
extent by the earnings of 
overseas subsidiaries, which 
contribute half the pre-tax 
profits of UK industrial com- 
panies. But even here the 
news is looking bleaker. The 
Asian crisis and a squeeze 
on profit margins in the US 
have prompted ABN-Amro 
to cut its estimate of UK 
companies' overseas profits 
growth this year from 10 per 
cent three months ago to 
just 3 per cent now. 

Simplifying drastically, 
companies tend to borrow 
more (and consumers less) 
when the going gets tough. 
The trouble is that the UK 
corporate sector has always 
found it hard to sustain a 
move into financial deficit 
fix- extended periods. “Before 
long we would expect com- 
panies to resist that and 
respond by getting costs, 
capital expenditure and 
cashflow back under con- 
trol," says Robert Barrie at 
Credit Suisse First Boston. 
"That process has been a 
key part of two out of the 
last three recessions.” 

So how do companies 
tighten their belts? Accord- 
ing to Douglas McWilliams, 
at the Centre for Economics 
and Business Research, 
spending on advertising, 
consultancy work and train- 
ing typically suffers. Firms 
cut employment, which most 
achieve by imposing recruit- 


ment freezes rather than 
making people redundant. 

With natural wastage, a 
freeze can reduce headcount 
over a year by 10 per cent, 
says Mr McWilliams. That is 
not enough for some compa- 
nies: they have to lay people 
off. shut plants and even go 
to the wall 

It is possible to sketch a 
picture of the retrenchment 
in prospect by locking at tbe 
1990-92 recession, bearing in 
mind that no two downturns 
are the same and that no one 
expects the gathering slow- 
down to be anything Hl»» as 
deep as that recession was. 

Paul GerosM and Paul 
Gregg surveyed 600 leading 
UK companies for the 
National Institute of Eco- 
nomic and Social Research 
in the spring of 1993. Their 
account of how companies 
responded to adversity pro- 
vides a sort of benchmark 
for the coming shakeout 

As the average profitabil- 
ity of tbe corpo rate sector 
fell, so the gap between tbe 
best and worst performers 
widened, they found. Only 
one In five companies felt 
they had been “extremely 
severely" affected by the 
recession, with most sales, 
profit and job losses concen- 
trated in the H) per cent 
worst performers. 

Tbe authors show it is not 
easy to predict which firms 
will suffer most in a down- 
turn: performance in the- P. GerosM & P. Gregg, Cam- 
run-up to the previous races- -bridge Unioersity Press 1997 


sion was not a reliable indi- 
cator of companies' fate in 
1990-92; neither did the 
record in the early 1380s 
recession. 

So- how far along are com- 
panies with their retrench- 
ment plans? There have 
been some high profile 
announcements of job losses 
in recent weeks. Carmaker 
Rover, for example, has said 
it might source more compo- 
nents from abroad. 

But looking at the econ- 
omy as a whole, retrench- 
ment seems hardly to have 
begun. Business investment 
is still rising, although pre- 
dicted to fall. Employment is 
still rising, although it is 
edging lower in manufactur- 
ing. And .although business 
failures have picked up. they 
have only returned to the 
average quarterly rate 
recorded tn 1995 and 1996. 

Although corporate profits 
are being squeezed, they are 
being, reduced from histori- 
cally high levels made possi- 
ble by sterling's 1992 devalu- 
ation. Prices remain higher 
■relative to costs than at 
most times in the past 30 
years. The profit share in 
national income may be fall- 
ing, but from its highest 
level ' since 1990. And 
although the debt-to- income 
ratio of industrial companies 
is as high as it was a year 
before the last recession, 
lower interest rates mean 
that debt servicing costs are 
more tolerable than they 
were then. 

In short, the corporate sec- 
tor seems stronger than it 
appears at first glance. But 
the question is whether this 
really is reassuring, or 
whether the apparent 
strength might postpone and 
exaggerate the downturn. 
The British economy has 
been overheating for a long 
time; incipient inflationary 
pressure needs to be 
squeezed out That will inev- 
itably require below-trend 
growth, higher unemploy- 
ment and business failures. 

The longer companies 
resist retrenching in the face 
of a profit squeeze, the lou- 
ger.the Bank of England will 
fad it needs to rely on high 
interest rates and the harder 
the eventual landing for the 
economy will be. In that 
sense, the sooner we get the 
bad news, the better. 

*Coptog with Recession, by 
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Rethinking 
General Motors 


Geieral Motors risks stumbling 
from industrial relations problem 
to strategic disaster. The strikes 
at two plants in Flint, Michigan, 
have clearly had a wider impact 
than the company expected. Now. 
it is hinting that it may use toe 
situation to accelerate plans to 
restructure the business. 

That would be a mistake. Gen- 
eral Motors has serious labour 

cost problems, but they are only 
part of the strategic questions it 
must address. By rushing **«> a 
restructuring plan in response to 
the strike the company 
itself to twin dangers. 

First. It risks building its 
restructuring plans exclusively 
around the labour issue, whereas 
in fact there are many other seri- 
ous questions to be tackled. Sec- 
ond, it wifl magnify the inevita- 
ble union opposition to any 
restructuring, by launching it at 
a ffmg when relations have been 
embittered by the strikes. 

At the heart of GM*s problems 
are two interlinked dilemmas: 
how to escape a legacy of vertical 
integration in an industry that 
has now embraced outsourcing; 
and how to adjust its cost base to 
reflect a steadily shrinking mar- 
ket share. - 

The company clearly under- 
stands the issues, and has tried 
to respond. Under Jack Smith, its 
chai rman, GM h*» sktifaiiy spun 
off or sold non-core businesses. It 
has separated its components 
operations into an arm’s-length 


subsidiary, Delphi, moving in 
this instance more delusively 
than Ford. It seeks to “dose, fix 
or sell” Delphi’s underperforming 
businesses, and is doing so sys- 
tematically. 

Yet this step by step approach 

may not be enough. The com- 
pany has clearly been girding 
itself far a confrontation with toe 
United Auto Workers, probably 
next year, it has never tried hard 
to dispel toe view that its huge 
cash pOe is t here to fimmct* such 
a show-down. 

But it has not prepared the 
ground, among investors, cus- 
tomers, managers or workers, for 
the scale of strategic refocusing 
that wiD be necessary if it is to 
escape its twin tfflprmnas , for ce d, 
many GM executives may still 
hot have grasped just how much 
of its historic legacy - tire way it 
works, the products it Trmkps the 
brands it sells - needs reassess- 
ing. .Rushing into a hurried, par- 
tial rethink in the middle of a 
crisis is rarely the best solution. 

As so often in industrial dis- 
putes. it would be better not to 
have started from here. Now, 
however, GM’s best option must 
surely be to settle the current 
dispute as quickly and painl essly 
as possible, and to start prepar- 
ing workers, public, and manag- 
ers for the really sweeping 
res tr uc tur ing that lies ahead. 
That win require a breadth of 
vision that ttiw rrrmpany bag not 
so far displayed. 


Taxing 

For more than a year, Boris 
Yeltsin’s governments in Moscow 
have been trying to persuade the 
Russian parliament to approve a 
new tax code, and a raft of spe- 
cific tax reforms. These are prob- 
ably the most important ele- 
ments in the ever desperate effort 
not just to balance toe books of 
the state, but to give it the means 
to govern. But the reforms have 
been Mocked by an unholy alli- 
ance of communists, bankers and* 
media interests. This week, mat- 
ters have come to a head.. 

The IMF agreement forged an 
Monday depends above all on the 
government’s ability to finance 
itself. Previous agreements have 
been regularly suspended 
because of toe failure to collect 
taxes. That is not simply a resec- 
tion of the well-nigh universal 
mistrust of the Moscow govern- 
ment. It is also a result of an 
inadequate tax syste m, as much 
unenforceable as unenforced. 

The reforms proposed by Mr 
Sergei Kiriyenko, toe present 
prime minister, and his predeces- 
sors are Intended to widen the 
tax base, thus distributing toe 
burden more fairly. They may 
not be perfect in detail, but are 
moving In toe right direction. 
They would introduce income tax 
far many more individuals, while 
lowering unrealistic demands on 
Russian companies, which simply 
refuse to pay - and bribe the tax 
inspectors to agree. They would 
introduce a sales tax, to ccmple- 


Russia 

ment taxes on companies, so 
moving from simply taxing pro- 
duction to taxing consumption. 

The communists are opposed to 
any moves to raise taxes on Indi- 
viduals, claiming that people are 
far too poor to pay. But they also 
oppose raising taxes on Gazprom, 
the energy giant, which keeps 
many communists on its (unoffi- 
cial) payroll And they condemn 
the government for failing to 
look after pensioners and others 
who depend on state incomes. 
They cannot have it all ways - 
but find it expedient to try. 

Liberals like Grigory Yavlin- 
sky, leader of toe Yabloko party, 
criticise the g o ver nm ent for fail- 
ing to have a proper national 
debate on the whole tax structure 
in order to forge a consensus 
behind the reforms. In theory, 
they are right. In practice, the 
desperate state of government 
finances means that further 
delay would be suicidal. 

It is understandable that Rus- 
sian governments are mistrusted 
by potential taxpayers. They 
have failed to deliver most essen- 
tial services provided by the pub- 
lic sector in other countries. Hav- 
ing failed to collect enough tax, 
they have simply stopped paying 
state wages and pensions. But 
the vicious circle has to be bro- 
ken somewhere. Even if they are 
imperfect, it is essential that the 
Duma approve the tax reforms, 
or Russia will remain ungov- 
erned, and ungovernable. 


Defence business 


France’s change of heart towards 
its defence establishment has 
apparently made possible what 
seemed out of the question only a 
year ago: the creation of a unified 
Europe-wide defence and aero- 


nnpany. 

»«iwo to be seen how far 
prepared to go in reduo- 
state’s presence in toe 
3 business. But in addi- 
cutting the size of its 
‘orces, it is reducing Its 
a defence companies as 

jobs in munitions facto- 
st week It signed a state- 
Y six industry ministers 
vemments should have 
ct influence" on the man* 
t of a future European 
company. That welcome 
nnc likely to help consid- 
in the much-needed 
of the fragmented 
rcrowded industry, 
thgless. it is hard to over- 
e the complexity of the 
under way. The CS 
I down to a handful of 
mpanies in five years, but 
trong pressure from oue 
i customer. In Europe, it 
difficult given differing 
l separate procurement 
tmes, and state holdings. 

corporate push to ration 
not flagging. Important 
ave been done, such as 
Aerospace’s purchase of a 
Saab of Sweden and an 

between GBC of toe UK 

oia of Italy. 

ig transaction, involving 
aimler-Benz Aerospace 


(Dasa) of Germany, France's 
Aerospatiale and Dassault, and 
perhaps • others, has yet to 
emerge. 

The companies are circling ner- 
vously around each other. Their 
apprehension is understanda b le, 
as their very existence is at 
stake. Companies worry about 
their position in the US market if 
they consolidate across Europe. 
Among other difficult issues are 
the effects of the Daimler/Chrys- 
ler merger, the size of large 
shareho ldings in the future com- 
pany; the position Of Airbus rela- 
tive to the new group; and the 
restructuring of toe Airbus con- 
sortium itself! 

The industry is important in 
terms of technology, exports, ‘and 
providing large numbers of 
skilled jobs. Governments are 
tf»Trin p helpful steps towards 
removing official obstacles to 
consolidation, such as export con- 
trols and separate research and 

procurement . 

Governments a*® right to keep 

up the pressure on toe companies 

to strike an all-encompassing 
de al But this must be bosmeas- 
■drfven. The. setting of arbitrary 
deadlines to come up with blue- 
prims may not be helpful and 
risks misunderstandings. Compa- 
nies must feel sure that whatever 
structure they set up will have a 
sound business base. Only then j 
will they be able to justify 
domestically the painful cuts to 
capacity which will be necessary 
for the whole effort to 

be worthwhile. 
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COMMENT & ANALYSIS 


Backlash against managed care 


N o one with a political 
memory will forget 
Jam® CarviUe's left- 
motif for Bill Clin- 
ton’s 1992 election campaign: 
“The economy, stupid". But how 
many can recall toe ****&>& part 
of the prescription? “Don't forget 
healthcare.” 

Today, as the supercharged US 
economy continues to render eco- 
nomic debate virtually redun- 
dant. it is the condition of the 
creaking h eal t hcare system that 
is the hottest political topic in 
the country. 

“The fact is everyone knows 
someone who has had big prob- 
lems with tbetr health insurer," 
says Joan Alker, an assistant 
director of Families USA, an 
organisation that acts on behalf 
of disgruntled patients, pension- 
ers and others. 

Popular dissatisfaction with 
America's health system has 
gone through the roof. A1 Gore, 
the vice-president, cites toe case 
of Rieka Powers, who discovered 
a lump in her breast a few 
months ago. Her doctor found 
nothing wrong; her health 
insurer refused to pay for more 
tests and when eventually she 
paid for a biopsy out of ho* own 
pocket, she found she had cancer 
and needed surgery. To add 
insult to her injury, php hnd to 
call her health providers 123 
times in one week; she stfll aided 
up scheduling the s u r geiy on her 
own - and is now battling to win 
payment far the subsequent che- 
motherapy. “That’s not managed 
care," says toe vice-president 
“It's managed costs." 

A poll far CNN/Time last week 
showed that 90 per cent 
of Americans believe the 
US health system is in need 
of reform. 

With a little under four nwnthg 
until mid-term congressional 
elections, the US congress is 
gearing rip far a substantial over- 
haul of healthcare. Responding to 
popular pressure far change, poli- 
ticians are ready to enact reforms 
that -will have important implica- 
tions not only far the quality of 
and access to US healthcare, bat 


Gerard Baker looks at America’s healthcare system, 
the hottest political issue in the country now 



for toe economy as a whole. 

All this seems a far cry from 
the first two yearn of Mr Clin- 
ton’s presidency. Four years ago, 
the most ambitious effort in 30 
years to reform American health- 
care collapsed under toe weight 
of Republican attack, business 
opposition and public disquiet 
Mr Clinton’s attempt to falfil bis 
campaign promises to help the 
37m Americans without private 
healthcare - the poorest people 
in American society — was sunk 
by opponents who derided it as 
an tmAmerican attempt to widen 
the role of toe state. 

This time the outcome looks 
likely to be different In an 
unusual turning of the conserva- 
tive tide of recent years, voters 
seem eager to give government a 
bigger role to healthcare. If opin- 
ion polls and anecdotal evidence 
can be believed, they are ready to 
accept a new regulatory frame- 
work that could result to higher 
business costs. 

The irony Is. though, that the 
new protections, unlike the ear- 
lier ones, are not aimed at the 
problems of those without health- 
care. Even though toe total num- 
ber of uninsured Americans has 
now risen to 41m, the critical 
political issue is how to improve 
toe quality of healthcare received 
by those already fortunate 
enough to be insured. Since these 
number more than 200m, the 
issue has acquired maximum' 
political potency- 

Until little more than 10 years 
ago most Americans were 
insured by their employers in 
so-called fee-for-service plans. 
These virtually guaranteed 


unlimited and immediate access 
to the best and most expensive 
tr eatments and doctors available. 
If an Insured employee fell sick, 
he was essentially free to go to 
any specialist, receive toe most 
advanced treatment and bill it to 
the insurer. It was a Rolls-Royce 
system that came at a 
Rolls-Royce price. Healthcare 
costs swallow up 14 per cent of 
America’s gross national product 
compared with 7 per cent in the 
UK and about 10 per cent for 
France and Germany. 

As demand far more and more 
-sophisticated treatment soared, 
medical inflation surged. This 
alarmed employers, who pay 
most of the medical insurance 
Pentiums: they watched as pre- 
miums recorded double-digit 
rates of increase every year 
throughout the 1970s and 1980s. 

They found what seemed to be 
the perfect alternative in the 
growing number of “managed 
care” providers. Under the 
healthcare schemes run by these 
companies, patients do not have 
an unrestricted choice of doctor, 
surgeon or treatment. Instead, 
they must choose only from the 
range offered by the managed- 
care provider. The providers rou- 
tinely refuse treatment to mil- 
lions of patients for what are 
regarded as luxury procedures. 

In 1987 about 25 per cent of 
Americans had such health 
plans. Today the proportion is 75 
per cent Half toe population is 
enrolled in the most restricted 
form of managed care - health 
maintenance organisations or 
HMOs. This has been a revolu- 
tion by stealth. 


It has affected costs. Since 1990, 
the rate of growth of employers’ 
premiums has dropped every 
year. Having hit 17 per cent to 
1990, premium inflation was just 
3 per emit last year. Total health- 
care costs have stabilised at 14 
per cent of gross domestic prod- 
uct since 1993. having risen from 
just 5 per cent in 1960. 

For employers the transforma- 
tion has enabled them to address 
what posed toe largest potential 
threat to their long-term finan- 
cial health a decade ago. The fed- 
eral government has also begun 
to benefit from the inc reasing use 
of managed care to public health 
programmes such as Medicare. 


Providers routinely 
refuse treatment for 
patients for what 
are regarded 
as luxury procedures 


the insurance scheme for toe 
elderly. 

But toe benefits have come at a 
price. Popular dissatisfaction 
with health coverage, which had 
been rising steadily, has reached 
fever-pitch. 

If pons and contemporary fifaw 
and television programmes are 
accurate, managed care providers 
probably rank some where 
between the Internal Revenue 
Service and lawyers in the 
esteem of most Americans. 

The problem is that con trolling 


costs has meant denying patients 
access to drugs and treatments 
that would have been taken for 
granted in the past. When, for 
example. Viagra, toe drug that 
has been shown to treat impo- 
tence effectively, came on the 
market this year, the nation’s 
largest healthcare providers 
immediately said they would not 
provide it as part of their stan- 
dard insurance policies. 

More seriously, the media have 
been fall for the past year or so 
of incidents where patients have 
suffered or even died as a result 
of what appeared to be an exces- 
sive attention to costs by the 
insurers. 

In one recent much-publicised 
case, a health insurer refused to 
pay the medical expenses of a 
Virginia woman who had suf- 
fered multiple injuries in a fall 
from a cliff face, on the grounds 
that her emergency treatment 
had not been “pre-authorised". 
The fact that she was uncon- 
scious when she arrived at the 
hospital was not considered rele- 
vant 

Encouraged by the popular 
reaction to such stories, Mr Clin- 
ton has returned to his call for 
health care change. He urged 
congress to pass a Patient’s Bill 
of Rights that would guarantee 
certain types of treatment and 
give patients redress to the event 
of genuine grievances. 

Democrats immediately 
jumped at what seemed a rare 
chance to exploit popular support 
for tougher regulation of toe pri- 
vate sector. Senator Edward 
Kennedy led the way with a bill 
published this year co-sponsored 


with Rep John Dingell. This 
would guarantee wider access to 
treatments and doctors; provide a 
right of appeal to state and fed- 
eral tribunals if patients are 
denied care and give toe right to 
sue managed care providers if 
they are denied legitimate treat- 
ment 

Insurers say the bill would 
increase costs for HMOs and oth- 
ers. leading to a huge increase in 
premiums. 

“By most calculations, costs 
would be around S per cent 
higher than they otherwise 
would have been if these restric- 
tions are passed." says Richard 
Hoorsch of the Health Insurance 
Association. 

Worse, say insurers, this would 

force many employers to drop 

coverage for their employees alto- 
gether. The US Chamber of Com- 
merce has already said it will 
advise many member companies 
to stop providing insurance if the 
protections ;iri* passed. 

The Health Insurance Associa- 
tion estimates 2m people could 
find themselves without insur- 
ance as a result of the legislation. 
Supporters of reform question 
these figures, although most 
acknowledge some increase in 
costs is inevitable. 

The insurers were clearly hop- 
ing that Republican members of 
congress, who hold n majority in 
both houses, would block toe leg- 
islation. as they did in 1991. 

In a memo to Republican mem- 
bers of congress, Trent Loft, the 
senate leader, described the pro- 
posals as “a Trojan horse for 
implementing the once- defeat I'd 
Clinton heallhcruv plan”. 

But to the alarm of business 
groups, many Republicans, with 
an eye on toe polling data, 
eagerly signed up to the idea of 
reforming managed care. 

Yesterday, the party issued its 
healthcare plan, the result of a 
tortuous review of health policy. 
Though they stop short of some 
of the Democrats' measures - 
they would not for example, give 
patients the right to sue insurers 
- they still represent a far larger 
extension of federal government 
intervention to healthcare than 
Republicans usually like to social 
programmes. 

Reluctantly, many health 
insurers have said they can now 
accept some reform, although 
they continue to insist toe result 
wiD be much higher costs. But 
the political reality was to the 
end too large for both them and 
the Republicans to ignore. 

Two bigger questions Dow from 
the debate. The first is whether 
US health insurance premium 
inflation will take off again, driv- 
ing up costs as a share of 
national income. If it does, the 
implications could be significant. 
Falling premiums have been a 
crucial factor in restraining over- 
all labour costs in the past few 
years. If new regulations put a 
stop to that. US economic perfor- 
mance may not be so rosy in the 
next few years. 

Second, the political conse- 
quences could be notable. Demo- 
crats are crowing that they are 
on to a a winner at last. The 
party’s strategists - not least Mr 
Clinton himself - see the popular 
revolt against untrammelled mar- 
ket forces in health as an encour- 
aging sign of a new willingness 
to accept government interven- 
tion. With two years to go to toe 
next presidential election, they 
even hope it may enable them to 
develop a coherent and popular 
ideology across a wide range of 
social issues. 

Although their optimism may 
be overdone, the direction toe 
current debate is taking certainly 
suggests rumours of the death of 
big government may be prema- 
ture. 
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Jesse and Sandy 
woo Wall Street 

Yesterday's Tifllion Dollar 
Roundtable" discussion In New 
Yortt on inner city Investment was 
presented by an unusual 
double-act - ctvil rights leader 
Jesse Jackson and entrepreneur 
Sandy WefU. 

They may seem Oka unlikely 
bedfellows, but officials at 
Travelers, Weft's financial services 
conglomerate, say they got 
acquainted more than five years 
ago, when Travelers bought 
Sheerson and merged ft with Its 
Smith Barney brokerage business. 
Jadcson met Weft to express 
concern about job losses for 
minorities. Wein, perhaps 
surprising given his record of 
cost-cutting acquisitions, found 
they had cornmon ground and has 
worked with Jackson since then. 

Wain is one of the main sponsors 
of foe WaH Street Project set up by 
Jackson last year to "break down 
thB wafts of WaH Street” for 
minorities, a venture Jackson 
hopes to rapUcate in other dties. 

They pair coOectad a 
star-studded line-tip, including 
Jack Smith of General Motors and 
Hugh MeCoflof Nationsbanfc for 
yesterday’s taUdeot on creating 
vehicles to increase investment in 
inner-city areas end to businesses 
Owned by minorities and women. 

Another heart-warming example 
of American big business backing 
worthy causes? PossiWy. But 
industry bosses may also be keen 


to keep on the right side of 
Jackson, who has helped force the 
Bkes of Texaco to pay big bucks to 
the class-action discrimination 
cases which have become 
increasingly common to the 
litigious US. 

Praise the Luger 

Why settle for a dog coBar when 
you can wear a bolster too? 
Ministers and church officials In 
Kentucky now have the right to 
bear arms at foe altar. A change in 
foe state’s laws, which came into 
force yesterday, means ministers 
can now pack some holy beat as 

long as they have a concealed 
weapons permit 
The law Is Kentucky’s thoughtful 
response to a string of aimed 
robberies at Tural churches, even 
though a number of churchmen 
say it sends out foe wrong 
message, it seems foot some 
preachers still prater Psalm 45 to a 
Colt .45. 

Kahn do 

Has PhiRppe Kahn, once foe enfant 
tsmbte of SiBcon Valley, learned 
when to sell up? Cutting a deal to 
sell Starfish Software to Motorola 
seems to show better timing than 
his long-drawn-out exit from his 
first company. Borland 
International. 

Kahn, a saxophone-playing 

m athem a tician with a black baft in 
karate, gave up foe life of a French 
schoolteacher to 1982 to go down 
among foe diodes In Cafifomka. A 


job with Hewlett-Packard didn't 
last tong - he only had a tourist 
visa - so he started Borland over a 
California garage. 

The no-nonsense Parisian took 
pride in Borland’s reputation for 
having a “barbarian” culture - he 
threw toga parties where he 
dressed as the Emperor Nero, and 
settled internal arguments on walks 
in the woods where no-one would 
object to high-decibel yelling. 

Borland became a Wg player In 
databases and was listed - to 
London - in 1986, about foe time 
foe US immigration authorities 

Issued Kahn's green card. But 
Microsoft moved on to his turf and 
the value of Borland had tumbled 
by foe time Kahn bailed out 

He fanned Starfish in 1994 and 
under foe Motorola deal will stay 
on at its Scotts Valley 
headquarters - an old Borland 
buikfing. How Kahn, who has often 
said he doesn't want to be in a big 
organisation, wiD cope with stuffy, 
txxBaucratic Motorola rematos to 
be seen. 

Industry legend says that Kahn, 
a keen sailor, won the Pacific Cup 
Race from San Francisco to Hawaii 
10 years ago by starting off on a 
completely afferent course to the 
other competitors. Maybe now he’s 
decided to saD wtth the fleet. 

Trunk call 

Yesterday’s episode of the German 
Christian Democrat party's 
campaign for September's election 
involved one of those posters over 
which too marry advertising 


geniuses seem to have pondered 
for too tong. It shows an elephant 
happily bathing in Austria's 
Wotfgangsee - Chanceflor Helmut 
Kohl’s summer holiday base. The 
mighty mammal is spraying water 
around with its trunk, over the 
slogan: “Keep KohF. 

The CDU is keen to claim that 
being compared to an elephant Is 
not altogether unflattering. Like the 
pachyderm, it says. Kohl is clever, 
calm and sensitive. Not only that, 
the tusked titans, like Kohl, “Bve in 
peace and friendship with 
everyone”, which might surprise 
those who have crossed swords 
with foe chancellor. 

If -foe campaign doesn’t succeed 
in raising the CDU’? Bmp poll 
ratings, those who devised It might 
find that KoN, fike foe elephant, 
never forgets. 

Bottle flop 

We've all done It and aD failed - 
trying to name 10 famous Belgians, 
ffs hard for most non-Belgians to 
get past Georges Samenon. Eddy 
Merckx and Ren6 Magritte, but It 
also seems to have stumped the 
organisers of London's Belgian 
Beer Week, which starts tomorrow. 

Their Gst Includes Adolphe Sax 
who invented the saxophone and 
chantBur Jacques BreL But what's 
Eurocrat Jacques Santer doing in 
10th position? He was bom at 
WasserWflig In Luxembourg, which 
fa about as far from Belgium as it’s 
possible to get within foe Grand 
Duchy. Strong stuff, that Trappist 
beer. 


100 years ago 

German Colonial Trade 
Germany has proved a trading 
rival that must not be 
overlooked, much less despised, 
when competing with British 
manufacturers in what may be 
described as tiw own markets. 
Yet curiously enough, her 
efforts have not been so 
successful in her own colonies. 
The Statistical Office of 
Hamburg, through which port 
the colonial trade exclusively 
passes, has just published foe 
figures for the Imports from and 
foe exports to foe German 
possessions in Africa, New 
Guinea and the Bismark 

Archipelago. The decline shown 
in 1897 as compared with the 
previous year is very significant 

50 years ago 

7,000,000 Strike In Italy 
Rome. July 15. The Italian 
Ministry of the Interior 
announced to-day that "foe 
situation was normal everywhere 
in Italy" as 7,000.000 workers 
were on strike against 
yesterday's attempted 
assassination of Signore Palmira 
Togliatti, foe Communist leader. 
Reports of violence and 
demonstrations, however, soon 
came streaming to. The Milan 
Bourse was dosed owing to foe 
general strike. Trade union 
leaders had a two-hour interview 
with the Premier this afternoon. 
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^ak looks like a great recovery story - 
7™- “ summer the group, one of the 
te*U»ook turnarounds of the 1990s, was 
uoored by a price war with Fuji and its 

f0ray 5“* Photography. 
Now t hi ngs are clicking again. 

Chairman George Fisher has changed 
senior management, revamped marketing 
and, above all, launched a fierce attack on 
oosto. He is partly to blame for letting 
twee get out of hand; Kodak's administra- 
tive overheads had swollen to 27 per cent 
of sales by last year, compared with 18 per 
cent a decade ago and 12 per cent at 
Xerox. 

But Mr Fisher now deserves credit for 
the speed of his response. Yesterday's sec- 
ond quarter results showed overheads are 
already down to 23 per cent and Kodak is 
also streamlining its diffuse RAD effort. 
Meanwhile, digital losses are finally fell- 
ing. The combination helped the group 
beat Wall Street estimates by over 20 per 
cent - sending the shares up a tonth 

- Investors who care to rewind the film a 
little will note that the stock is only Just 
back to where it stood at the start of 1997, 
while the market has gained GO per cent 
There are also longer-term questions 
about the maturity of Kodak's business. 
Underlying revenues are still shrinking 
slightly, though the group's US market 
share seems to have stabilised at last But 
for now, the scope for further pleasant 
surprises on costs should give the shares 
momentum. 

Mitsui/Prudential 

A day in Tokyo would not be complete 
without some drooling money manager 
mentioning the figure Yl^OO.OOOba That 
pool of Japanese household assets is the 
holy grail for investment managers. Most 
are invested in low-yielding bank or life 
insurance products, so the outlook for the 
competing investment trust industry is 
bright. Foreigners Taney their chances 
because the local industry has a dismal 
reputation for “churning" and low 
returns. But reaching the retail customer 
requires distribution. 

Hence tie-ups like that between Mitsui 
Trust and Prudential Insurance of Amer- 
ica. hi Prudential's case, the tfe-up is part 
of a wider strategy to improve its market 
rating ahead of a planned flotation. 
Investment management should help 
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boost what would otherwise be a dowdy 
insurance sector multiple. 

For Mitsui, the deal Is essentially defen- 
sive. The company is clearly hoping the 
association will confer reputational bene- 
fits. Furthermore, its core pensions busi- 
ness is under serious threat from foreign 
investment advisers. Prudential's invest- 
ment skills, aside from providing the basis 
for entering the investment trust field, 
should help it defend its pensions turf. 

Making the deal work will not be easy. 
Substituting an investment advice culture 
for the current “Dog ’em Cist and often" 
approach will take time. But on a medium 
term basis, the deal makes sense for both 
sides. 

E&P stocks 

It has been the best and worst of years 
for UK exploration and production compa- 
nies. While many have had bumper finds, 
share prices have drooped with the falling 
oil price The sector has underperformed 
the market by 30 per cent since the start 
of the year. 

By most yardsticks, it now offers good 
value. The average share price premium 
to net asset value - which is the present 
value or future cash Dows horn oil already 
found and does not capture the value of 
exploration programmes - has slumped to 
around 10 per cent. And a multiple of 
price to cash flow in the year 2000 of just 
five times is also well below levels that 
have previously stimulated acquisition 
activity. 

On a 19 per cent discount to NAV - 
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thanks to an unsuccessful rights issue 
and its desultory short-term prospects - 
Hardy Oil & Gas is probably the most 
vulnerable to takeover. But Monument 
and Cairn, whose shares have underper- 
formed the market since the start of the 
year by 43 per cent and 54 per cent respec- 
tively, hardly look comfortable. Given 
attractive valuations and low financing 
costs, bidders could justify acquisitions 
even if the oil price recovers only slug- 
gishly from the J13-J14 level. 

Concerns over the UK government's 
long-delayed plans to raise offshore taxes 
may deter corporate activity. But for most 
E&P stocks, except perhaps the most 
heavily exposed Enterprise, much bad 
news is already in the price. 

UK inflation 

Britain’s workers are earning more - 
which, in a sense, is only felr. After sev- 
eral years in whit* profits have risen rap- 
idly. the pendulum is swinging back to 
favour labour. Moreover, after subtracting 
underlying inflation, the 52 per cent earn- 
ings increase in the year to May was 
barely 2 per cent - hardly greedy. 

The snag is that earnings growth looks 
Inconsistent with tbe government's 2.5 
per cent inflation target. True, pay is 
partly a lagging indicator - reflecting last 
year's strong growth and profits. That Is 
particularly so with bonuses, which 
boosted the earnings figure by 0.6 percent- 
age points. 

But there is a forward-looking element 
too. Higher pay means workers have more 
to spend. Companies will also be tempted 
to recoup the increased labour costs by 
pushing up prices. Moreover, given the 
labour market is still tight, an early 
slowdown in earnings growth looks 
unlikely. 

All this means another rise in interest 
rates is probably desirable - and on the 
cards. The Bank of England's monetary 
policy committee Is twltchy about wage 
inflation: last mouth's rate rise was 
largely triggered by earnings increases, 
then only 4.9 per cent. Since then, tbe 
government has loosened fiscal policy. 
Given the uncertain International envi- 
ronment, there Is much to be said for 
getting monetary tightening out of the 
way soon. That way, rates could always 
be cut if the global situation deteriorates. 
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Europe today 

Bulgaria, Romania and western 
Russia wfl! haw savers 
thunderstorms. The rest of eastern 
Europe and the Balkans wDI be dry 
with sunny Intervals. Westerly 
winds will continue to bring rain 
and showers to northern and 
north-western Europe. Scandinavia 
wM remain unsettled with more 
showers, but southern Sweeten and 
the Battle Sea coasts should stay 
dry with pleasant sunshine. It will 
remain fine, hot and sunny u> the 
south of the Alps and across most 
of the Mediterranean. 

Fhw-day forecast 

Hot air will move north across the 
Iberian peninsula over the 
weekend Central and northern 
Europe wil turn warmer, with more 
sunshine. Scandinavia, the Baltic 
States and western Russia wifi 
mr?W? unsettled. Advancing frontal £j 
troughs and depressions win 
continue to bring rain and showers 
to north-western Europe. 
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Assad insists Israel must 
hand back Golan Heights 

Syrian leader warns of new war unless Netanyahu resumes talks 


By DavM Gardner, Middle East Etfitor 


President Hafez al-Assad of Syria 
yesterday sought to increase the 
international pressure on Israel to 
resume peace talks with its Arab 
neighbours, warning that the Middle 
East could sink back into war unless 
there was a settlement based on the 
return by Israel of conquered Arab 
land. 

Tbe Syrian leader for tbe first time 
said be was willing to meet Benia- 
min Netanyahu, Israel’s hardline 
prime minister, once Israel agreed to 
hand back tbe Golan Heights, seized 
from Syria in the 1967 Arab-Israeli 
war. 

Mr Assad, who begins a two-day 
visit to France today - his first state 
visit to a western country for 22 
years - made the comments in an 
Interview with French television. 

Talks on returning tbe strategic 
plateau on the two countries’ border 
were near to completion but broken 
off shortly before Mr Netanyahu’s 
election in 1996. Israel insists that, 
since nothing was signed, there 


should be new negotiations, while 

Syria will only resume from where 
the talks with the previous Labour- 
led administration left off 

"We are the ones who advanced 
the peace process, we got results," 
Mr Assad told TFi, the French TV 
channel “We wzD sot restart talks 
except where we left them. If [Mr 
Netanyahu} continues with this posi- 
tion. there will be no peace. Syria 
will not offer Netanyahu a part of Its 
lands." 

Tbe Syrian leader’s remarks come 
as the US is straining to reach a 
bridging formula to restart talks 
between Israel and the Palestinians, 
broken off 16 months ago. On Mon- 
day, the UN Security Council, 
through a presidential statement 
rather than a binding resolution, 
unanimously criticised an Israeli 
plan to bring more than 8 per cent of 
the West Bank into an expanded 
Jerusalem. 

Mr Assad warned in the interview 
that “the peace process does not con- 
cern Syria alone bat tbe whole 
world. If we accomplish nothing. 


wars will flare up and will spill over 
into many countries in direct or indi- 
'rect ways." 

Bat, referring to Mr Netanyahu, 
the Syrian leader said: "Once peace 
Is established, it is completely natu- 
ral that people should talk to each 
other. . .if the problems are solved. g 
relations would be normal." m 

In tbe m eantim e, Damascus is ■„ 
pushing for an Arab summit to 
freeze or roll back relations with 
Israel, built up since the US , 
launched the peace process after tbe j 
1991 Gulf war with Iraq. At the same . 
time, by strengthening relations 
with France, Syria wants to increase 
European involvement In the peace 
process to help counter the per- 
ceived US bias towards Israel. ) 

Mr Assad is to bold separate talks 
with President Jacques Chirac and 
Lionel Jospin, the French prime 
minister, today and tomorrow, 
before flying on to Cairo to meet 
President Hosni Mubarak of Egypt 
at the weekend. 
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Kremlin warns it may impose 
temporary surcharge on imports 


By John Thoroft* is Moscow 

Anatoly Chubais, Russia's chief 
negotiator with tbe international 
finan cial institutions, yesterday said 
a temporary surcharge might soon 
be slapped on all Imports to raise 
extra budget revenue and keep the 
country's deteriorating balance of 
trade in check. 

“In the current situation we need 
this measure both for balancing the 
government budget and maintaining 
a stable balance of payments." Mr 
Chubais said, suggesting the flat fee 
would be In addition to existing cus- 
toms duties. 

The fact that the government is 
considering a surcharge on Imports 
highlights the pressure on Russia’s 
balance of payments after fells in 
the international prices of oil. gas. 
and metals, which constitute tbe 
bulk of the country's exports. Russia 
ran a trade surplus of $20.2bn last 
year but is expected to Buffer a small 
deficit in 1996. The government has 
ruled out devaluation to ease 


tbe balance of payments position. 

Mr Chubais urged parliament to 
adopt a host of tax-raising measures 
to help convince the International 
Monetary Fund to release an $lL2bn 
loan agreed in principle this week. 
The IMF board is due to meet on 
July 20 to approve the swift release 
of a S5.6bn tranche. 

The Duma, the lower house of par- 
liament, yesterday gave preliminary 
approval to a host of tax measures, 
cutting profit tax from 35 per cent to 
30 per cent, imposing a tax on small 
businesses, and extending state reg- 
ulation of alcohol production. Parlia- 
ment is also likely to adopt an 
important new tax code, which will 
overhaul Russia's existing arbitrary 
regime. But it rejected a S per cent 
sales tax and raised some objections 
to a proposal which would channel 
more land taxes to the federal bud- 
get 

The biggest clash between parlia- 
ment and government looks likely to 
arise over personal income tax. Mr 
Chubais said it was the most impor- 


tant measure, intended to raise an 
extra Rbs20bn ($3.2bn) this year. 

The Communist party said while it 
supported all measures to reduce 
taxes on productive enterprises it 
did not want to shift the burden on 
to poor individuals. “We shall not 
support anything that encroaches on 
the rights of citizens and worsens 
their position," said Gennady Zyuga- , 
nov. Co mmunis t party leader. £ 

Mr Chubais said he hoped the * 
Duma would approve most of the 
government’s programme by tomor- 
row. However his future Involve- 
ment in the management of the 
economy remains unclear. Mr Chu- 
bais. who was sacked from the gov- 
ernment in March but re-appointed 
to a senior post in June, said Presi- 
dent Boris Yeltsin was likely to issue 
a decree next week which would 
allow him to return to bis private 
sector Job as chief executive of Uni- 
fied Energy Systems, the electricity 
company. 
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Let us help you navigate the 
new euro fixed income markets. 

Launched on tbe 1st of July, the Lehman Brothers Euro- Aggregate Index is set to 
become the definitive measure of portfolio performance in Europe’s new single currency market. 
Featuring some 7,000 euro-denominated fixed income securities, it draws on our 
25 years' experience of structuring bond indices: a track record that explains why over 
70% of US institutional investors use Lehman Brothers’ benchmarks, and why we were voted 
1997’s No. I bond index provider in Institutional Investor magazine's annual investor poll. 

For more information call the index support group in London on 0171 260 2787 
or in New York on 212 526 6144 today. And be sure of charting the right course 
in 1999’s new euro fixed income markets. 

. LEHMAN BROTHERS 

www,tetuwnxoni 

One Bixadgate. London BC2M 7HA Tel: 0171 MI 001 1 Pax: 0171 260 3193 
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Senior Professionals - 
contemplating drawing 
your pension? 

independent financial Advice 
from Saunderson House Ltd 
in the City for 30 years 

Tel: 0171 315 6500 
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Pirelli to acquire Siemens’ 
power cable arm for DM 500 m 

Pirelli, the Italian tyre and cables group, last nlqht 
announced that if had agreed to acquire Semens’ 
woridwkie power cable operations for DM500m 
($Z76m). In whet It called a big strategic opoortu- 
nfyPirefli said it beSeved the accMsUqnwould 
position its cable end systems sector as the 
wortfs number one En the eneigy cables industry. 

Ukraine revives eurobond plans 

Ukraine is reviving plans to issue a sovereign euro- 
bond only a month after delaying it because of tur- 
mofl in emerging markets. Bankers said the ded- 
®I°n reflec ted Im provement In emerging market 
sentiment after the deal between Russia and the 
International Monetary Fund. Page 22 

Nike upbeat despite poor results 

July has not been kind to Nike, the US sportswear 
group, it reported Its first quarterly loss since 1985 
as wen as poor annual results. Then Brazil’s soc- 
cer team, whose shirts carry Mike’s logo, were 
defeated in the Worid Cup final. But the company 
is sanguine about recent setbacks. Page 18 

Vietnam seeks higher profile 

. . Vietnam is seeking a 


. 1997 95 

SMCcMUMei 


Vietnam - higher profile with its 

RnfSDPfaniBl'&dangs) * decision to establish a 
stock and bond market 

10 11! The government Is to 

clarify restrictions on for- 
eign participation In the 
market mid Hanoi 
remains cautious on this 
issue. MeanwhBe the 
. details of how the 
w exchange would work 
have stfllto be made 
clear and only three or four companies meet the 
government’s criteria for listing. Page 34 

Return of Paris helps bourses 

The return of the Parisian market from its two day 
holiday gave a fillip to already buoyant European 
bourses and carried the FTSE Eurotop 100 index 
to an all-time dosing high. Page 21 

Money traders predict UK rate rise 

The money market decided UK interest rates were 
probably heading up and so short sterling futures 
contracts slumped across toe board. Page 23 

VSNL announces global cable plans 

Vldesh Sanchar Nlgam, India's International tele- 
phone company, has announced plans to si vest 
about $80m in two global cable networks - its first 
big move since toe resignation of BJC Syngai as 
chairman this month. The company says the plans 
prove It is “business as usuaT at VSNL Page 19 

India to expand saffron farming 

The fall in Spain’s production of saffron, the cost- 
liest of all spices, has given India an opportunity to 
expand its production outside the traditional grow- 
ing regions of Jammu and Kashmir. Page 24 
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Monsanto buys Unilever crop business 


By Maggie Uny in London and 
NidaTait in Chicago 

Monsanto, the US life sciences 
group that is a pioneer of 
genetically engineered crops, 
has paid S525ra to buy Plant 
Breeding International Cam- 
bridge from Unilever. 

Hendrik Verfaillie, president 
of Monsanto, said the deal con- 
cluded a wave of similar acqui- 
sitions that has totalled SSbn 
in the last three years. 

The group, which is merging 
with American Home Prod- 
ucts, is still awaiting anti-trust 
approval on two of the largest 
purchases, of DeKalb Genetics 

BT looks 
at four 
potential 
US allies 

By Alan (tens In London 

British Telecommunications 
could announce an alliance 
with a US company by the end 
of the month, according to 
industry sources in London 
and New York. 

The telecoms group, which 
has been seeking a US partner 
since the collapse of its pro- 
posed merger with MCI last 
year, has narrowed to four its 
choice of potential US allies. 

The shortlist is thought to 
comprise Bell Atlantic, the 
regional Bell operating com- 
pany, AT&T, the largest US 
long-distance operator, Qwest, 
a new entrant which is build- 
ing an advanced national net- 
work, and Sprint, the third 
largest long-distance operator. 

Sir Peter Bocfield, BT chiaT 
executive, speaking yesterday 
at the company's annual gen- 
eral meeting, told shareholders 
that all opportunities were 
being explored, but insisted 
that any US deal would have 
to benefit customers of BTs 
Concert services. Concert, in 
which MCI still has a minority 
stake, provides global man- 
aged network services to 3£0O 
international customers. 

Now MCI plans to merge 
with WorldCom of the US, BT 
needs a US- partner to distrib- 
ute Concert se rvices through- 
out North America and to give 
it the opportunity to compete 
in the local telephone busi- 
ness. worth $100bn annually. 

An implication is that Bell 
Atlantic may be emerging as 
BTs preferred partner because 
most large US businesses have 
their headquarters on the 
north-eastern seaboard, its 
operating region. Bell Atlantic 
has direct connections to the 
majority of these customers 
hot is not permitted at present 
to cany international traffic. 

BT yesterday refused to com- 
ment It is understood, how- 
ever, that negotiations are con- 
tinuing «iH Hint no deal has 
been finalised. 

BT cannot conclude a deal in 
the US until the merger 
between MCI and WorldCom is 
complete, but it is free to 
announce merger intentions. 
However, it is thought to be 
unlikely to go public in August 
when regulators in the US and 
Europe are on holiday. If it 
does not make an announce- 
ment in the next three weeks, 
it wifi wait until September. 


US life sciences group pays $525m for leading wheat breeding company 


and Delta & Pine. Last month 
Monsanto bought Cargill's 
seed operations in South 
America, Europe, Asia and 
Africa, showing its determina- 
tion to become a world leader 
in crop breeding.. 

PBIC, a Cambridge-based 
crop breeding business is a 
leader in wheat, while Monsan- 
to’s expertise is largely in com 
(maize), soya and cotton. Hugh 
Grant, co-president of Monsan- 
to’s agricultural division, said 
gaining wheat expertise “puts 
us firmly in Europe". 


Mr Grant said Monsanto 
aimed to use PBIC to sell 
hybrid wheats produced by 
Hyfjxl-Tech, its French subsid- 
iary. to UK formers, starting 
this autumn. He said these 
conventionally bred hybrids 
would offer better results in 
wet and cool conditions, such 
as the UK has experienced this 
summer. 

He also said that while 
hybrid com (maize) had been 
available in the US for 60 
years, hybrid oilseed rape had 
been introduced only in the 


last two or three years. He 
added hybrid wheats could 
“change the whole way we 
form wheat". 

Longer term, PBIC would 
help Monsanto to develop and 
market genetically engineered 
cereal crops in Europe, 
although not unto after 2003. 
The genetic manipulation of 
crops, which has been broadly 
accepted in the US. has met 
significant consumer resis- 
tance across Europe. 

Mr Grant had a meeting 
with Jack Cunningham, UK 


agriculture minister, yesterday 
to assure him there would be 
no job losses at PBIC, and 
investment would continue. 

Analysts said the purchase 
price looked high, at around 20 
times PBlC’s sales of £16m. 
which represented royalties 
from its breeding programme. 
Mr Grant said it was “a fan- 
price, we see a lot of future 
value in it". 

Unilever, which formed 
PBIC from two businesses 
acquired from the UK govern- 
ment in 1987 for £66m, said 


there had been good interest in 
the company since it was put 
up for sale in April. 

PBIC was not a core activity, 
and Unilever had decided to 
concentrate on consumer 
goods. 

Disposals, including the 
£-J.9bn sale of the speciality 
chemicals division to ICI last 
year, have raised around £6hn. 
and at the end of the first 
quarter Unilever had £3 .2 bn in 
cash. 

It said if attractive opportu- 
nities to invest the cash were 
not found in (he next two 
years it would consider return- 
ing cash to shareholders. 



Cost cuts help 
Ford’s profits 
top expectations 


By NOdti Tati bt Chicago 



Arthur Ryan of Prudential and Mitsui Trust's Kou Nishida shake hands on the deal yesterday Reutare 

Prudential and Mitsui in 
Japan mutual funds deal 


By Gum Robinson in Tokyo 
and Joint Antlms n Hew York 

Prudential Insurance of 
America and Mitsui Trust and 
Banking of Japan yesterday 
announced a joint venture in 
mutual fund management in 
Japan. The venture, in which 
the two wifi hold equal stakes, 
is the latest in a wave of cross- 
border alliances being framed 
by foreign groups in Japan's 
financial services market 

In their new venture, Pru- 
dential Insurance, the largest 
US life assurer - which is 
unrelated to the quoted UK life 
assurer of the same name - 
and Mitsui Trust, Japan's 
tbird-largest trust bank, will 
form a company with initial 
capitalisation of about $50m, 
said Keiu Nishida, president of 
Mitsui Trust. The new com- 
pany, Prudential-Mi tsui Trust 
Investments, would plan, man- 
age and sell mutual funds in 
the Japanese market 

The move would coincide 
with the next big step in 
Japan's “Big Bang": the lifting 
of a ban in December which 
prevents Japanese banks from 
directly selling mutual funds, 
known domestically as invest- 
ment trusts. 

The venture, which is await- 
ing approval from Japan’s 
finance minist ry, aims to have 
about Y2,000bn ($14bn) of 


assets under management 
within, five to seven years. Mr 
Nishida said. 

In the past year. Travelers 
Group, Putnam Investments. 
Merrill Lynch and GE Capital 
have been among the largest 
foreign financial groups seek- 
ing to tap into Japan's vast 
Sa,500bn personal asset base. 

Arthur Ryan. Prudential’s 
chief executive, acknowledged 
Japan's current economic diffi- 
culties but said deregulation 
and other changes taking place 
in the financial services mar- 
ket created the ideal environ- 
ment for the new venture. 

He drew comparisons with 
the growth of the US mutual 
fund industry since the early 
1980s and suggested that Japa- 
nese consumers, who save 
more than any of their interna- 
tional counterparts, might now 
be ready to invest internation- 
ally, rather than in fixed inter- 
est Japanese accounts. 

The venture intends to take 
advantage of planned' reforms 
in Japan's financial sector, 
notably the liberalisation of 
pension plans to allow defined 
contribution programmes, 
expected in about 2000. 

Prudential is keen to diver- 
sify internationally and to ; 
build its asset management 
business. This will help it to . 
gain a higher multiple when it ! 
floats on the market, in what 


is planned to be the largest 
ever US demutualisation, in 
about 18 months. 

Mitsui Trust is under pres- 
sure from competition in its 
traditional field of pension 
management business and has 
seen profits fall and its credit 
ratings downgraded in recent 
months. Mr Nishida said be 
hoped the alliance would 
enhance the bank’s credibility. 

Investors welcomed the 
announcement, driving Mitsui 
Trust's shares up nearly 10 per 
cent to Y333 on the Tokyo 
stock exchange yesterday. 

Lex,Page"l2 
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Ford Motor Company 
yesterday reported Increased 
earnings in the second quarter 
as cost reductions and the 
buoyant North American auto- 
motive market helped it beat 
market expectations. 

After-tax profits reached 
$2.4bn, against a comparable 
$£33bn in the same period a 
year ago. 

But earnings per share rose 
to SI. 91 in the latest quarter, 
up 7 per cent from the compa- 
rable 1997 figure. The result 
easily heat Wall Street expec- 
tations which had bean 
pitched at $1.81 on average. 
However. Ford shares, which 
had been rising in recent days, 
eased back by Sfi to $59fi. 

John Devine, Ford's finance 
director, said that in most mar- 
kets cost was an important 
driver - and the key driver - 
b ehind the result Ford said it 
had cut costs by $1 Jbn in the 
first half. 

Ford has been regarded as a 
leader among the big three US 
carmakers in their drive to cut 
costs. The move to increase 
competitiveness lies at the 
heart of the strikes which have 
crippled North American pro- 
duction at General Motors, the 
biggest of the three. 

Mr Devine cautioned that it 
would be a “tough hurdle" to 
match the first-half cost- 
cutting rate in the rest of the 
year. He acknowledged the 
company did have plans to 
reduce its white-collar 
employee numbers, and that 
this would result in a charge 
later in the year, but declined 
to give details. A document 


leaked to a Detroit newspaper 
suggested 5.000 of the 53.000 
salaried employees could be 
offered exit dents. 

The company said its North 
American automotive earnings 
were a record $l.?bn, but 
admitted that, despite strong 
demand, the market had been 
highly competitive. Like his 
counterparts at GM and Chrys- 
ler earlier this week. Mr 
Devine said the company 
hoped “the coupon wars are 
behind us" and that the level 
of incentives would ease tack 
in the second half of 1998. 
Ford’s overall marketing costs 
had been “basically flat" 
between the first and second 
quarter, he said. 

The strikes which progres- 
sively crippled North Ameri- 
can production at GM during 
June had "no benefit” for Ford 
during the second quarter. 

In Europe. Ford made a 
profit of $3l0m, up from $153m 
In the second quarter of 1997, 
although again it said that the 
market had been "brutally 
competitive". Its Visteon car 
parts business earned $241m. a 
15 per cent increase year-on - 
year, while Ford Credit made 
$300m ($279m). 

Meanwhile, Mr Devine said 
that the company was “very 
interested" in the planned auc- 
tion of Kia, the bankrupt 
South Korean carmaker, which 
was officially put up for sale 
by creditor banks yesterday, 
although he added that Ford - 
which has a minority stake in 
Kia already - had not made a 
decision on how it might 
participate. 
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First class performance 


Shares rise 10% as Kodak 
halts slide in market share 
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By Richard Waters fa New York 

Eastman Kodak has made 
significant headway in tack- 
ling problems that last year 
threatened to undo a five-year 
turnaround erf the US photo- 
graphic products company, 
according to latest quarterly 
earnings released yesterday. 

Kodak said it had reversed 
the rapid slide in its share of 
file market for 35mm film in 
the US. countering a success- 
ful attack a year ago from Fuji, 
its arCh-rivaL 

Yesterday’s figures also 
revealed a quick impact from a 
drastic cost-cutting plan 
announced late last year, when 
Kodak said It would cut nearly 
20.000 jobs. 

In spite of the improve- 
ments, George Fisher, chair- 
man, said Kodak still had 
much to do to complete its 
recovery, particularly if it was 
to start growing its revenues 
again. A price war with Fuji, 
together with the impact erf a 
rising US dollar, combined to 
cot the company’s revenues by 
8 per cent in the latest period. 

Evidence that Kodak bad 


acted quickly so for this year 
to deal with its problems 
prompted the company’s 
shares to rise $7%. or 10 per 
cent, yesterday morning in 
New York. But at *8214, they 
were still 14 per cent below the 
peak reached early last year, 
before evidence of the slide In 
US market share emerged. 

Mr Fisher, a former chief 
executive of Motorola, was 
given high marks by Wall 
Street in the mid-1990s for 
restoring one of corporate 
America's best-known brands. 
But the celebration was 
short-lived as Kodak stumbled 
last year after an onslaught in 
its home market from Fuji, a 
foiled plan to Invest in the 
next generation of digital prod- 
ucts and its own high costs. 

The Rochester-based com- 
pany claimed yesterday to 
have made headway on each of 
these fronts the begin- 
ning of the year. 

Kodak said that, by its own 
measure, its market share in 
the US had grown 1 per cent 
from the previous quarter, a 
small but potentially signifi- 
cant turnaround. The compa- 


ny’s market share, which had 
been falling at a rate of 1-L5 
per cent a year for some time, 
slid by 2-3 per cent last year. 

The improvement reflected 
Kodak’s willingness to match 
Fuji's prices, however, and 
selling prices In the US fell by 
an average of 7 per cent 

The company’s revenues 
were also hit by the continued 
rise in the dollar, which wiped 
a reported Sl25m, or 14 cents a 
share, from gaming s in the lat- 
est period. The currency swing 
contributed to an 11-3 per cent 
fall in overseas revenues in the 
quarter, to *L7bn. Total reve- 
nues, at $&54bn, were down 8 
per cent 

The company made a quick 
start to its cost-cutting plans, 
slashing *350m from expenses 
and reducing its overhead 
costs by three percentage 
points, to 2&5 per cent of sales. 

The cost-cutting, together 
with a *66m one-off gain from 
the disposal of a business, con- 
tributed to a 35 per cent jump 
in Kodak's after-tax earnings 
to S495m, or $1^1 a share. 


MERIDIAN VAT RECLAIM 


US$100,000,000 


VAT Prepayment Facility 

Structure? and Amnger 
of the first ever securitisation 
of VAT Receivables 


uraenwten unwost 

June 1998 


For further information please contact: 
Stuart Lamm In, Greenwich NatWest in London on +44 171 37S 4938 
Mark O’Ftiordan. Meridian Vat Reclaim in Dublin on +353 1 4S9 0500 


Greenwich natwest 
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COMPANIES & FINANCE: EUROPE 


|ha Group to merge operations 



Lone of Russia's 
Bttnnw-tfa' — . c klindustrfal 

*3^522^ its 

and ^capita] base 

the comSjh ? attack on 
markets/* £ast ’ clla n«tn& 

b2££ 

Bank 


AitArT"’^ onsmess of 
Kapttal to offer a 
tina te range of services to 


its 10,000 corporate clients 

The move highlights how 
some ol Russia's bigger 
banks are evolving from 
speculative trading organisa- 
tions into western-style uni- 
versal banks, which offer a 
full range of services. 

Pyotr Aven. head of Alpha 
Bank, said: "We want to 
build Russia's first universal 
bank which has both retail 
and corporate hanking ser- 
vices. We will double the 
book value of the combined 
bank to *300m." 

Alpha Bank aims to 
expand its retail branch net- 


work to attract household 
deposits and secure more 
stable long-term funding. It 
has IB branches in Moscow 
and has moved into impor- 
tant regional markets, such 
as St Petersburg, Kazan, 
Nizhny Novgorod and 
Samara. 

The bank will also develop 
its corporate banking busi- 
ness and is working with 
western investment banks, 
such as ING Barings and 
Goldman Sachs, on munici- 
pal debt issues, 

Mr Aven did not rule out 

the possibility of merging 


with a foreign bank. 

Alex Knaster, head of 
investment banking at the 
Moscow office of Credit Sui- 
sse First Boston, which 
advised Alpha Group on a 
five-year development plan, 
said Russian banks were still 
extremely small by interna- 
tional standards and had to 
grow to compete in the lon- 
ger term. 

"A year ago the scarcest 
commodity on the Russian 
market was people. Now it is 
capital You have to get big- 
ger to have a stronger plat 
form from which to attract 


capital And yon have to get 
bigger to have a more effec- 
tive utilisation of that capi- 
tal" he said. 

• Menatep Bank, Russia's 
10th largest, said yesterday 
the prospect of greater finan- 
cial stabilisation had encour- 
aged it to help troubled 
TokobanfeL 

Menatep is offering to 
raise a stabilisation fund of 
about $100m In return for 
obtaining a controlling stake 
in the bank. Menatep's offer 
follows the collapse of a pre- 
vious rescue plan organised 
by Bank of Moscow. 


SKF blames slide on weak demand 


jfr ^*9 Mch Ofin Stoddwhn 

SKF of Sweden, the world's 
Jading supplier of rolling 
Dearings, yesterday blamed 
the -Asian economic crisis 
ami weaker demand in the 
US and western Europe for a 
® P*r cent slide in second- 
quarter profits. 

The company, often 
regarded as a barometer for 
global industrial trends 
because of its exposure to 
many sectors, said pre-tax 
profits fell from SKr602m to 
SKr351m ($27 m) on sales 
down from SKrSJbn to 
S KrtUb n. 

SKF, which last month 
annou nced a SKrl.7bn 
restructuring involving 4,000 
Job losses in a bid to boost 
profitability, said demand 
from heavy Industry in 
Europe and the US softened 


in the first half, partly 
because of Asia. 

Peter Augustsson, chief 
executive, said the company 
was also squeezed by slower 
sales tn the US industrial 
after-market linked to the 
merger of two competitors. 

Second-half pre-tax profits 
were SKr817m, against 
SKrl.lbn, lower than most 
analysts' expectations, and 
SKF's most-traded B shares 
fell SKr0.50 to SKH30. 

Olaf Toelke, analyst at 
Merrill Lynch in Frankfurt, 
said the Swedish group was 
losing ground to Germany's 
FAG Eugelfischer and INA 
Schaeffler, its two closest 
European rivals. “SKF is 
falling behind and is losing 
market share in the automo- 
tive sector because its cus- 
tomers like Fiat and Renault 
have not done as well as the 


German companies have," 
he said. The German bear- 
ings companies were also 
less exposed to Asia. 

Lars Maimer, a senior SKF 
executive, said SKF might 
have lost market share In 
Europe due to a price 
increase in the first quarter. 

Inventory levels were too 
high and would be reduced 
by about 5 per cent. This 
would necessitate produc- 
tion curbs and would reduce 
manufacturing costs in the 
second half, Mr Maimer said. 

The company is under 
pressure from its largest 
shareholder. Investor, the 
main investment arm of the 
Wallenberg industrial 
empire, to improve profit- 
ability. It reiterated yester- 
day its plan to withdraw 
from loss-making automo- 
tive components areas. 



Peter Augustsson: under pressure to Improve profits 


WestLB gives London a smaller role 


By Bay Harris, 

Banking Correspondent 

Germany's Westdeutsche 
Landesbank is to shake up 
its investment hanking busi- 
ness, giving a bigger role to 
its DQsseldorf headquarters 
at the expense of London. 

All equity and corporate 
finance activities for devel- 
oped markets, including the 
UK stockbroker Panmure 
Gordon and subsidiaries in 
New York and Tokyo, will be 
managed from Dflsseldorf. 
WestLB's London-based 


West Merchant Bank will 
become an emerging mar- 
kets specialist 

WestLB said its invest- 
ment banking operations in 
Dtiueldorf would aim to 
become a "pan-European 
sector specialist primarily 
focusing on medium-sized 
companies". 

The German-based busi- 
ness will have two divisions, 
each headed by new recruits 
who were executives of 
Union Bank of Switzerland 
before its merger with Swiss 
Bank Corporation. 


The change reflects 
WestLB's effort to get an 
appropriate structure in 
place before economic and 
monetary union. It brings 
together disparate busi- 
nesses which bad reported 
separately to the bank's Vor- 
stand (management board). 

It is intended to help 
WestLB avoid governance 
problems which have dogged 
other continental European 
banks and give West Mer- 
chant sufficient managerial 
autonomy to pursue an 
entrepreneurial approach. 


Peter Weber, head of 
global equities at UBS, will 
run the new global equities 
unit including equity activi- 
ties in Germany, Panmure's 
broking business, Orsay 
Derives Bourse in Paris, and 
securities operations In New 
York and Tokyo. 

Primary market activities 
of WestLB and Panmure, 
and West Merchant’s merg- 
ers, acquisitions and advi- 
sory activities - outside 
emerging markets - will be 
beaded by Mark Ebert He 
was in charge of equity 


investment banking and 
origination at UBS. 

West Merchant will focus 
on Latin America, Asia and 
emerging European markets. 
Richard Briance. another 
UBS al umn us who has been 
West Merchant's chief execu- 
tive since May 1997, said: 
"West Merchant is going to 
shed everything that isn't 
emerging markets. We're 
going to be a specialist" 

WestLB bought Panmure 
for £30m ($49m) in 1996 from 
NationsBank of the US, 
which owned it since 1387. 


OTE 
seeks 
to raise 
Dr400bn 

By Karin Hope h Athens 

OTE, Greece's public 
telecommunications opera- 
tor. hopes to raise up to 
Dr400bn ($l.3bn) with the 
sale of a 15 per cent stake 
and a rights issue of up to 8 
per cent In November. 

The proceeds will be split 
between the company and 
the government whose bold- 
ing in OTE would fall from 
75 per cent to a maximum of 
60 percent 

OTE bas chosen National 
Bank of Greece, Credit Sui- 
sse First Boston and Salo- 
mon Smith Barney as joint 
global coordinators for the 
sale. HSBC was appointed 
joint global co-ordinator. 

Two Greek investment 
banks, ETEVA and Alpha 
Finance, will advise OTE 
and the government. 

The Socialist government's 
programme of partial priva- 
tisation requires the state to 
hold at least 51 per cent of 
big public utilities. The gov- 
ernment is already under 
pressure from OTE’s unions 
to limit the size of the issue. 

OTE said a sizeable part of 
the offering would be placed 
with institutional investors 
in Europe and the US. But 
OTE would also seek a list- 
ing in New York to make 
shares available to retail 
investors abroad. 

NBG, Morgan Stanley and 
Merrill Lynch were 
appointed global co-ordina- 
tors for a bond issue of up to 
Dr350bn. to be launched 
after the offering and rights 
issue are completed. The 
bond would help finance 
acquisitions. - 

OTE reported annual net 
profit up 15 per cent to 
DH.97.5bn. First-quarter net 
profits were Dr45bn on con- 
solidated turnover of 
Dr207bn, which reflected 
growth in operating reve- 
nues of 15 per cent 

Analysts warned second- 
quarter results would be hit 
by a 12.1 per cent devalua- 
tion of the drachma in 
March and a delay in the 
launch of OTE’s mobile tele-_ 
phony network^-- 



steel 

Thyssen and Llsinor on 
shortlist to buy Cockerill 

Germany's Thyssen Krupp and U si nor of Franca are on the^ 
shortlist to take over tha Belgian steelmaker Cockerill Sombre, 
the Walloon regional government said yesterday. Arbed, the 
Luxembourg-based steelmaker which last year significantly 
strengthened its operations through a stake in Spain's CSI, 
confirmed ft had withdrawn from the race for CockerllL 

Cockerilf Sambre, 80 per cent control led by WaHonla. Bel- 
gium's French-speaking southern region, is one of Europe's 
last large state-owned steelmakers, and one of the few 
remaining candidates for a large European partnership. It 
recovered from BFrflbn losses in 1996 to a BFr3bn ($Slm) 
profit last year, and is undergoing a restructuring plan aimed 
at cutting annual costs by BFrlObn. 

The regional government said the two candidates had been 
chosen on the basis of the quality of their Industrial and finan- 
cial protects. Candidates also had to undertake to acquire at 
least a 51 per cent stake, not to break the company up, and 
commit themselves to modernisation. The Walloon region 
plans to retain a blocking minority. 

Final bids must be submitted by August 17, and the win- 
ning candidate is due to be announced on September 5. 

Shares in Cockerill, which have seen strong gains in recent 
weeks on the takeover speculation, closed down BFr8 yester- 
day at BFf237. Ned Buckley, Brussels 


RUSSIA 

Gazprom gives tax pledge 

Gazprom, Russia's giant gas monopoly, sought yesterday to 
calm foreign investors concerned by the effects of the gov- 
ernment's latest tax-raising drive on the company. In a public 
statement issued abroad, Gazprom said it fully supported the 
government's efforts to reform the economy and strengthen 
public finances and was prepared to pay its share of taxes. 

Under an agreement which takes effect from July 1, Gaz- 
prom has promised to pay ail its federal taxes in return tor 
government organisations paying gas bills. 

Last year, Gazprom paid 94 per cent of its tax liability. 
John Thornhill Moscow 


PORTUGAL 


Atlantico advances 46% 

Ati&rrtico. one of Portugal's biggest retail banks, lifted first-half 
net consolidated profit 46 per cent from Es6.7bn to Es9.8bn 
($53-2m). Earnings per share rose from Es603 to Es 88.9. The 
bank attributed a large share of the gain to increased earnings 
from cross-selling of financial products. 

The bank, controlled by Banco Comerctal Portuguds, Portu- 
gal’s second largest financial group, has revamped its retail 
network, exchanging traditional bank counters for open-plan 
"financial shops" that focus on marketing a wide range of 
financial products and services produced by the BCP group. 

A global offering of up to 322 per cent of AtUintico Is to be 
priced on Monday. Bankers report strong demand from both 
retail Investors and institutions. 

The global co-ordinators, Salomon Smith Barney, UBS/SBC 
Warburg Dillon Read and Banco CEsf, the BCP group's invest- 
ment bank, will price the shares within a range of Es4,000 to 
Es4,8Q0 each, valuing the offering at Es141.6bn to Esl62.9bn. 
PhterWtse, Lisbon 


THE MALAYSIA CAPITAL FUND LIMITED 
Registered Office: British American Centre, Phase 3, Dr Roy’s Drive, 
Grand Cayman, Cayman Islands, British West Indies 


Shareholders of the Company are herewith invited to attend the Extraordinary General Meeting of 
the Company on August 6, 1998 at 10.30 a.ra. at its registered office, British American Centre, 
Phase 3, Dr Roy’s Drive, Grand Cayman, Cayman Islands, British West Indies, for the purpose of 
considering and if thought fit passing, the resolutions set out below as Ordinary Resolutions and 
as a Special Resolution: 

Ordinary Resolutions 

1. To receive and consider the Financial Statements of the Company and the Reports of the 
Directors and the Auditors for the year ended 31" March 1998 

2. To resolve that no final dividend be declared 

3. To re-elect Directors 

4. To appoint Auditors for the ensuing year and to authorise the Directors to fix their remuneration 

5. To transact any other business which may be properly transacted at an annual general meeting 

Special Resolution 

1. That the Company be wound up and placed in voluntary liquidation in accordance with die 
Articles of Association of the Company and that the Directors be and hereby authorised to take 
all steps necessary or desirable to effect the winding up of the Company and that Mr Paul F. 
Winkelmann of Price Waterhouse, 20/F Prince’s Building, Hong Kong and Julien Nicholas 
Freeland of Price Waterhouse, Dr Roy’s Drive, George Town, Grand Cayman be appointed 
as liquidators of the Company. 



isrrruTO mobdliare itauano s.pA. 

Headquarters: Viaic ddJ’Ane, 25 Rome, ITALY 
Paid-up Share Capital: LT 3,000,0X1.000.000 - Inscribed in the Company 
Register in Rome do. 10415/91 fTribonalof Rome!- Inscribed in the Regtsuy 
of Banks and Parent Company of the [Ml Group - Inscribed inlhe Registry of 
Banking Groups - Mrmberof ibe Iniertuni Deposit frtxerric® Fund - Tan code 
no. 0044*420588: VAT no. 00896201001 

EXTRAORDINARY DIVIDEND 
THE SHAREHOLDERS' MEETING OF ISTITUTO MOBHJARE 
ITAUANO S-P-A.. HELD ON 20 MAY 1«8. APPROVED THE 
DISTRIBUTION OF AN EXTRAORDINARY DIVIDEND IN THE 
AMOUNT OF LIRE 1.000, BEFORE WITHHOLDING TAXES. FOR 
EACH SHARE, SUBJECT TO OBTAINING THE NECESSARY 
AUTHORIZATION AND THE CONTEMPORANEOUS COMPLE- 
TION OF THE HOMOLOGATION OF THE MOTION TO SUPPRESS 
THE BY-LAW RESERVE. 

GH/EN THE COMPLETION OF THESE FORMAL REQUISITES. THE 
DIVIDEND WILL BE PAYABLE AS OF 20 JULY 1998 t AGAINST 
THE CLIPPING OF COUPON N. 6) AT IMTS HEADQUARTERS IN 
ROME. VIALE DELL’ ARTE. 25 OR THROUGH THE FOLLOWING 
BANKS AND INTERMEDIARIES: 

BANC A COMMERCIALS ITALIAN A, CREDITO IT A LLANO, 
BANCA NAZIONALE DEL LAVORO, CARIPLO. ISTTTUTO 
BANCARIO S. PAOLO DI TORINO. BANCA MONTE DEI PAS CHI 
DI SIENA BANCO DI NAFOLL BANCA DI ROMA BANCA CASSA 
DI RJSPARMIO DI TORINO, ROLO BANCA 1473, BANCA 
FID EU RAM, BANQUE PARIBAS t MILAN BRANCH], MONTE 
TITO LI IFOR THE SHARES ADMINISTERED BY IT>. 

This notice is published in accordance wish Consob decree no. 5553 
of November 14. 1991. 


NOTICE OF RESCHEDULING OF 
MEETING OF BONDHOLDERS OF 

TPI POLENE PUBLIC COMPANY LIMITED 

NOTICE IS HEREBY GIVEN that a mooting (Hie 'Meeting') of the 
holders of record as of June 11, 1998 (the ‘Bondholders') ol 
U.SJIKM.BOO.OOO 2.75% Convert! bio Bonds due February 8, 2008 
OSIN No. USY8939MAG88; CUSIP No. 87262QAB8) (tf» ‘Bonds-") of 
TPI Potene Public Company Limited (the -Company"), issued under 
and pursuant to that certain Indenture dated as or February 8, 1996 
((ha 'Indenture') between the Company and Chase Manhattan 
Trustees Limited, predecassor-to-lntarest to IBJ Schroder Bank & Trust 
Company, Trustee ithe 'Trustee"), originally scheduled for July IB. 
1998 at 10:00 a.m. London time, has been rescheduled and will be 
held pursuant to the Indenture at the Offices of Slaughter & May, 
4 Coleman Street, London EC2, England on August 20, 1998 at 
ItfcOO Am. London Bme. The .Meeting is being held for the following 
purposes: 

(a) to advise the Bondhofdem of the steps taken by or on behalf of the 
Trustee under the Indenture; 

(b) to consider actions to be taken. Including the possible 
establishment of a Bondholders Committee, with respect to the 
Bonds, or otherwise, for the benefit of the BonAokiere and/or the 
indemnification of Bw Trustee by the Bondholders; and 

(cj to consider such other matters aa may property come before the 
Meeting. 

Inquiries concerning this Notice and request tor proxy Information 
should be dfarected to Max Votmar, Vice President, IBJ Schroder Bank & 
Trust Company, One State Street, New York, New York 10004, 
Fax (21?) 658-2952. In addition, inquiries concerning this Notice may 
be directed to counsel for the Trustee, Shearman & Sterling, 
599 Lexington Avenue, New York, New York 10022-6069, Attention: 
Fredric SosnicK, Esq., Fax (212) 848 7179. 

IBJ SCHRODER BANK & TRUST COMPANY. 

Trustee 

New York, New York 
July 1®. 1998 


The Financial Statements of the Company for the year ended 31“ March 1998, a circular to 
shareholders as well as a Form of Proxy for use at the Extraordinaiy General Meeting can be 
obtained from the registered office of the company, from the Assistant Secretary of the Company, 
MeesPierson Fund Services (Asia) Limited, 33/F Asia Pacific Finance Tower, Citibank Plaza, 3 
Garden Road Hong Kong via telephone number 852 2847 9511 or facsimile 852 2521 7653, or 
via the head office of MeesPierson N.V., at Rokin 55, NL-1012 KK Amsterdam. 

Included in die process of winding up the Company is a request to be lodged with the Dutch 
Central Bank to revoke the license which was granted to the Company under the Act on 
Supervision of Investment Institutions. 

Following the Prospectus of the Company dated 11® July 1994, the determination of the Net Asset 
Value of the shares of the Company will be suspended as of the day of publication of this notice. 
The issue and repurchase of these shares will therefore also be suspended as of the day of 
publication. 


U.S. $500,000,000 

A National Westminster Bank 

(Incorporated In England with limited Bab^ty) 

Primary Capital FRNs (SERIES “A”) 

In accordance with the provisions of the Nates, notice is hereby 
given that for the six months interest period from July 16, 1998 
to January 19, 1999 the Notes will cany an Interest Rate of 
5.937S% per annum. The Interest payable on the relevant interest 
payment date, January 19 , 1 999 against Coupon No. 27 wH be 
U.S. $3,084.20 and US. $308.42 respectively for Notes In 
denominations of U.S. $1 00,000 and U.S. $10,000. 

By: Hie Chase Manhattan Bank 
London, Agent Bank 

My 16 . 1998 


NOTICE TO THE HOLDERS OF THE NOTES AND WARRANTS OF 

DOWA MINING CO., LTD. 

UJ3^100,000,000 4V4 per cent. 
Guaranteed Notes due 1999 with Warrants 
U.S.$50, 000,000 4% per cent. 
Guaranteed Notea due 2001 with Warrants 

Pursuant to Paragraph 18 (B) of the Paying and Warrant 
Agency Agreement dated 2nd March, 1995 and Paragraph 13.2 
of the Paying and Warrant Agency Agreement dated 24th April 
1997 relating to the respective captioned issues, notice is hereby 
given that Mitsui Trust Bank (Europe) S.A., Brussels, a Paying 
and Warrant Agent in connection with each of the captioned 
issues, will resign its appointment as Paying and Warrant 
Agent as of 30th September, 1998. 

The Industrial Bank of Japan Trust Company 
as Disbursement Agent on behalf o£ 

DOWA MINING CO., UTD. 

Dated: 16th July 1998. 


By order of the Board of Directors 
Hong Kong, July 16, 1998. 


CMEC GE CAPITAL CHINA 
UtiSr INDUSTRIAL HOLDINGS LIMITED 
Net Asset Value 

CMEC GE Capital China Industrial Holdings Limited announces 
of lid March. J998. the unaudited consolidated net asset 
yalue per share of the Company was US SU3 11 
MflEC GE Capital China Industrial Holdings Limited 

<n . m«g p oia*d wiiti hmued httriliry w the Cnunan btamk’l 

™ J4tii April. 1998 


U-S-S100.000.000 

DEN DANSKE BANK 

CALLABLE SUBORDINATED STEP-UP FLOATING 
RATE NOTES DUE 2005 

Nonce & hereby oven that thr Rjlf of latorw lor the inieroac Pwiod Jolr 16. 1986 
to January 14. (1)99 hna bwit Used at &26?« and that the inirrest payable an tie 
relevant In tonal Pavtaeiu Dale Junuary 19. 1999 ocninsi Coupon No, 7 will be 
II fi.S324.66 in respect of 11^,810,000 nominal of the Notre. 

ty- brtnk. VA (dual ,lpue)- & Tnjfl Senral Afcm Bank CITIBANK* 


METRO 

METRO FINANCE B.V. 

CanS 100,000,000 Collared Floating Rata Notes 1993/2003 

(Issued under thsDM 2 bffflon Multi-Currency Euro Medium Thrm Nats 

Programme of METRO AG) Tranche-No.: LI 

The Rata of Interest applicable to the Interest Period from July 15. 
1998 to October 14, 1998 Inclusively, was determined to be 
6.5 percent. Therefore, on October 15, 1998 interest per Note of 
CanS 1,000 princfeal amount in the amount of CanSl6.38 and 
interns! per Note of CanS 10,000 principal amount in the amount 
of Can$t63^4 to due. 

Frankfurt am Main, July 1998 

Dresdner Klein wort Benson 

Draadnar BankAktianguvOcctaft 
Calculation and Prtnc^nl Paying Agent 


HongkongBank O 

The Hongkong Jnd Shanghai Banking Corporation l.immxl 
(Incorporated in Hong Kong with limited tiabMty) 

U.S.$400,000,000 

PfSMARY CAPITAL UNDATED FLOATING RATE NOTES 

(THHD SEMES! 

Notice is hereby given teat the Rate of interest has been fixed at 
5.9375%and that the interest payable on the relevant Interest 
Payment Date October 18 . 1998, in respect of US$5,000 nominal of 
the Notes will be US$7557 and in respect of US$100,000 nominal 
of the Notes win be US$1,51736. 
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During 1997 Dresdner Kleinwort Benson 
was the No.1 financial adviser on 
privatisations in Latin America, the No.1 
adviser for M&A in electricity and oil 
& gas and a leading European bank : 
for syndicated loans. Such success is 
based on the strength of our local 
presence, a long term relationship 
approach, willingness to commit capital 
and in-depth industry knowledge. 


We also have the necessary quality of 
senior management on the ground. Add 
to this our global resources backed by the 
balance sheet strength of the Dresdner 
Bank Group and you have financial 
solutions that add value for our clients. 

For further information, contact 
Frankfurt Tel: 449 69 263 12354 
Hamburg Tel: 449 40 359 53615 
London Tel: 444 171 475 6016. 
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Issued in the UK by Kteinwiort Benson Limited, 
regutofed by SFA 

Member of the Dresdner Bank Group. 


O Dresdner Kleinwort Benson 
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Pressure 
Cendant 
chairman 
to resign 


S***" Aaftws 


and 


fork 


mounted yesterday 
“S® - F °rt*s, 

and former chief 

225P of CUC, the dizect 

group- to resign 

foUowmg revelations of 

"““Spread accounting fraud 
toe company. 

^ wr 

an aibu deal with HFS, a 
franchis ing concern with 
™ttests including property 
brokerage, hotels and car 
mre, to form Cendant. Under 
Jbe deal, Mr Forbes will 
become chief executive in 
200 °. succeeding Henry Sil- 
verman, former chief of HFS 
and now head of Cendant 

This week Mr Silverman 
a nnou nced that about 60 per 
cent of CUCs published prof- 
its for last year derived from 
either deliberate fraud or 
accounting errors. This fol- 
lowed a three-month audit 
by Arthur Andersen, the 
accountants, following the 
revelation of “potential 
irregularities" in April 

Mr Silverman refused to 
comment on whether Mr 
Forbes should stay, saying it 
was a matter for Cendant's 
board of directors. 

Fund managers, including 
arbitrageurs and hedge fund 
managers, said yesterday it 
was “only a matter of time” 
before Mr Forbes would go. 
But Mr Forbes has said he 
sees no reason he should not 
take over as chief executive 
as planned. 

Investors appeared to 
retain confidence in Mr Sil- 
verman, who is respected on 
Wall Street after master- 
minding a series of acquisi- 
tions for HFS. 

Mr Silverman said: "Obvi- 
ously we wish we had 
caught this earlier, but fraud 
is complex and it’s hard to 
detect" 

He said the due diligence 
before the merger, by both 
HFS and its auditors Deloitte 
& Touche, had been “rigor- 
ous by usual standards”. 

"The fact that ifs taken 
the auditors 00 days to 
unwind this deceit should 
underline that we are the 
victims here.” 


COMPANIES & FINANCE: THE AMERICAS 

Acquisition costs hurt Compaq 



fy Louise tone 

■ San ftancfeco 


Compaq Gomputer reported 
a modest operating profit for 
tbe second quarter, as the 
personal computer company 
cleared overstocked distribu- 
tion channels by cutUng 
Prices to boost sales. 

After-tax charges of more 
than $3.6bn related to the 
acquisition of Digital Com- 
puter, completed last month, 
resulted in a net loss for the 
quarter of *3.Gbn, or *2.33 a 
share. 

Excluding special charges, 

net income for the quarter 


was 333m, or 2 cents a share, 
compared with 5257m, or 17 
cents, a year ago. 

Worldwide sales for the 
second quarter were 55.8bn, 
up 6 per cent from $5.5bn 
last time. The increase came 
from services revenues, 
which jumped to 5450m. up 
more than 300 per cent. 
Product sales were flat 

Compaq said it had signifi- 
cantly reduced overstocking 
during the quarter. Invento- 
ries were now at or below its 
target level. However, Earl 
Mason, chief financial offi- 
cer, said the company would 
continue to work on reduc- 


ing internal inventories. 

Strong PC sales in North 
America and Europe were 
offset by a 14 per cent drop 
in Asia, Mr Mason said. 

North American sales 
were up 39 per cent in the 
period, while European sales 
were up 45 per cent. 

The quarter had been 
marked by the completion of 
the Digital acquisition and 
worldwide inventory reduc- 
tions. said Eckhard Pfeiffer, 
chief executive, 

Compaq completed the 
purchase of Digital on June 
11, paying $4,5bn in cash 
plus 14lm shares. The group 


still had a cash balance of 
$4.6bn at the end of the sec- 
ond quarter, and little debt 

Special charges related to 
the Digital acquisition 
Included $3.2bn in research 
write-offs, $291m for work- 
force reductions and the clo- 
sure of certain facilities, and 
5139m in adjustments related 
to cutting prices on Digital 
products. A restructuring 
reserve of $1.5bn for further 
job cuts and plant closures 
was included In the pur- 
chase price. 

The third quarter would 
be “transitional" as Compaq 
focused on integrating Digi- 


tal products and services 
with its own operations, said 
Mr Mason. “We continue to 
believe earnings for the com- 
bined companies will be 
accretive as early as the 
fourth quarter." 

For the year to date Com- 
paq reported a net loss of 
53-Gbn, or $2-35 a share, on 
revenues of $u.5bn, com- 
pared with net income of 
5671m, cur 43 cents, on reve- 
nues of S10.8bn in the first 
half of 1997. 

Compaq’s shares were 
trading at $33ft in mid-ses- 
sion yesterday, up 3% from 
Tuesday's close. 


FINANCIAL SERVICES STRATEGY TO GROW INTERNATIONALLY AHEAD OF FLOAT 


Prudential seeks to raise market rating 


By John Anthers 
in New York 


Prudential Insurance of 
America's joint venture with 
Mitsui in Japan is part of a 
broad strategy by the com- 
pany. the largest mutual 
insurer in the US. to 
increase Its rating with the 
market before its planned 
flotation some time late next 
year. 

Arthur Ryan, chief execu- 
tive, who announced in Feb- 
ruary that the company 
would attempt a full flota- 
tion. has already gained sup- 
port from legislators. 

New Jersey, the compa- 


ny's home state, earlier this 
month passed into law the 
legislation necessary to 
allow it to float No legisla- 
tors bad voted against it at 
any stage. 

This contrasts strongly 
with attempts by insurers in 
other states, such as New 
York, to persuade law-mak- 
ers to allow them to adopt 
“mutual holding company” 
status. 

Under this arrangement, 
companies can sell shares in 
subsidiaries, while the over- 
all company remains a 
mutual. This appears to be 
unpopular with legislators 
because the company's 


policyholders do not receive 
the large one-off payments 
which accompany a full 
demutualisation. 

Mr Ryan said: “I think our 
approach of seeking full 
demutualisation has proven 
to be far more acceptable, 
both to the marketplace and 
to legislators.” 

The Pru has now retained 
Goldman Sachs, the invest- 
ment bank, to advise on the 
flotation. The company will 
spend the next 12 months 
working out how shares will 
be allocated to the Pro's 10m 
policyholders. 

It is also now important 
for Mr Ryan to ensure that 


the company commands a 
strong multiple when it 
floats. 

He said: “The valuations 
ascribed to money manage- 
ment operations are substan- 
tially higher than for tradi- 
tional insurance companies, 
and we will have to position 
ourselves when we come to 
market as a balanced com- 
pany, with both insurance 
and Investment manage- 
ment.” 

The Pru has one of the 
strongest insurance brands 
in the US. but it has been 
dogged with legal actions 
over its selling practices in 
recent years, which have 


harmed its reputation. 
Although its Prudential 
Securities subsidiary is one 
of the largest retail broker- 
ages In the US, it is still 
regarded as primarily an 
insurance company. 

It also wants to avoid the 
impression that it is too 
closely linked to its tradi- 
tional “middle market” cus- 
tomer base in the US, by 
diversifying internationally. 

The Mitsui joint venture 
allows it to do this. Mr Ryan 
made clear that the company 
would be looking for other 
s imil ar deals outside the 
US in the run-up to flot- 
ation. 


Why troubled Japan lures foreign groups 


By Gwen Robbtson m Tokyo 


The joint venture announced 
yesterday between Pruden- 
tial Insurance of the US and 
Mitsui Trust & Banking of 
Japan is one of the biggest 
challenges so far to the tra- 
dition-bound Japanese trust 
banks and brokers, which 
for decades monopolised the 
sale and distribution of 
mutual funds in Japan. 

The alliance is the latest 
in a series of marriages of 
convenience between foreign 
financial groups and Japa- 
nese counterparts across 
almost every financial ser- 
vices sector. 


But why are foreign 
groups rushing eagerly into 
a country with a notoriously 
troubled economy? 

The glittering prize is 
Japan's vast pool of personal 
financial assets, estimated at 
58,500bn. Hie starting gun 
for the foreign rush was the 
Japanese government's “Big 
Bang” programme or finan- 
cial reform, which is slowly 
but steadily tearing down 
barriers in sectors from 
investment banking and 
retail broking to fund man- 
agement and life insurance. 

The justification for the 
huge investments that for- 
eign groups such as Pruden- 


tial, Merrill Lynch and Trav- 
elers have made to enter the 
Japanese market lies In 
recent evidence that foreign- 
ers are rapidly gaining the 
edge in the most lucrative 
areas of Japanese finance. 

In the mutual fund mar- 
ket June figures show Japa- 
nese investors poured more 
into foreign-managed mutual 
funds than int o domestically 
managed funds - for the 
third consecutive month. 

June sales of mutual funds 
by foreign companies rose 45 
per cent to Y555bn (33-S8bn), 
from Y383bn in May, accord- 
ing to Japan's Investment 
Trust Association. The 


three-month surge has 
brought the foreign share of 
total mutual-fund assets 
under management in Japan 
to nearly 7 per cent from 5 
per cent at the beginning of 
the year and little more than 
1 per cent a year before that 

The Pnidential-Mitsui 
Trust tie-up is the first cross- 
border alliance positioned to 
benefit from the lifting in 
December of the ban en Jap- 
anese hanks directly selling 
mutual funds. 

The venture is also eyeing 
the liberalisation of Japan's 
pension plan regulations, 
expected in 2000, and is plan- 
ning to use Prudential's 


experience in US-style 
defined contribution pension 
programmes, which are cur- 
rently prohibited in Japan. 

The venture will involve 
up-front investment of about 
525m each in a new joint 
company. Prudential Mitsui 
Trust Investments. The com- 
pany will market products 
through Mitsui Trust’s 
national network of nearly 
60 branches, hut Mitsui is 
also understood to be consid- 
ering establishing other 
retail outlets. 

Executives on both sides 
say there is scope for further 
expansion of the relation- 
ship/ 


NEWS DIGEST 


ALUMINIUM 


Alcan dented by lower 
prices and Asia crisis 

Alcan, the Canadian aluminium producer, yesterday b famed 
lower prices and the Asian downturn for a 4 per cent *op in 
second-quarter net income before a special charge. Excluding 
the charge, income was $11 3m, or 49 cents a share, com- 
pared with SI 18m, or 51 cents. Revenues slipped slightly, 
from SZfilbn to Sl.QSOn. Alcan was expected to earn 51 
cents, with analysts' estimates ranging from 43 cents to 60 
cents. 

A special charge of S27m covered operating losses and 
restructuring costs at Nippon Light Metal Company of Japan 
in which Alcan holds a 46 per cent interest. This lowered 
Alcan's net Income to $86m, compared with $116m lari year. 

Jacques Bougie, chief executive, s aid aluminium prices 
were unlikely to recover until there were signs of economic 
recovery In Japan. Scott Morrison, Toronto 


BANKING 

Fee income lifts BankAmerica 

BankAmerica, the San Francisco-based bank which Is to 
merge with NationsBank of North Carolina this year to form 
the largest US retail bank, yesterday announced an 11 per 
cant Increase In net profits to 5890m. 

In fine with other large banks reporting in the past week. Its 
profits from loan interest were down, with net interest income 
falling $104m to $2.1 bn due to declining margins, with the 
low yields on the bond market meaning that its net interest 
margin fell from 4.12 per cent to 3.86 per cent. However, 
income from fees more than balanced this, increasing 29 per 
cent to Sl-Sbn. 

Investors’ sentiment towards the merger with NationsBank, 
which Is due to be completed in the next few months, has 
sharply Improved in the past few weeks. In the past three 
months, it has traded around $87, but since the beginning of 
last week its shares have bounded from $86 to $99. They 
gave up some of the gains yesterday morning, slipping $1 ft 
to $9716. John Authors, New York 


HEAVY PLANT 


Caterpillar’s expenses rise 

Caterpillar, the world's biggest manufacturer of earth-moving 
equipment, yesterday announced a 3 per cent increase in 
second-quarter post-tax profit to $446m. Earnings per share 
rose from $1.13 to $1.20 on a fully-cfliuted basis, short of ana- 
lysts' expectations of about $124. The shares fell $4& to 
$52^ in earty trading. 

Selling, general and administrative expenses rose sharply, 
from S483m to $548m, with about $65m of the increase being 
devoted to the product tine expansions. 

Sales rose 15 per cent to $5.6bn, with the US contribution 
up 13 per cent to $2.72 bn, and international sales up 17 per 
cent, to $2.64bn. 

Revenues from south-east Asia continued to decline 
“sharply” and the company admitted that the Impact of the 
economic turmoil in the region had been “much more severe" 
than the company had first expected. 

its forecast tor 1998 profits overall remained unchanged - 
Eit “near 1997*3 record", with earnings per share benefiting 
from a buyback programme. Nikki Tart, Chicago 
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These securities have not been registered under Ihe Securities Act of 1933 and may not be offered or sold in the United States except 
bi accordance wflh the resale restncOons applicable thereto. These securities having been previously 
sold, this announcement appears as a matter of record only 


romputacenter 


Global Offering of 
48,734,416 Ordinary Shares 


Global Coordinator and Bookrunner 

Goldman Sachs International 


Certain ol these securities have txm3iMaitsida the UrtUed States by the undersignad 
and by toeir respective seBng agents in Ihe United States pursuant to Rule WA wider the Securities Act ofi933. 


Goldman Sachs International 


BT Alex. Brown International 


HSBC Investment Banking 


June 1998 


Credit Suisse First Boston 


Merrill Lynch International 
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Global Offering of 52,900,000 
Ordinary Shares and ADSs by 
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Offer Price: FRF 140 / US$ 23.16 
Listing: Paris / NYSE 

Warburg Dillon Read 
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Morgan Stanley Dean Witter 

Co-Global Co-ordinator 


SG Investment Banking 
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Winning bid for a 480 MW !PP in the 
state of Mato Grosso 


Adviser 


July 1998 


Brazil 
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11% Bonds due 2008 

DM1.5 billion 

Bookrunner 

January 1998 Argentina 
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South America to date 

US$575 million 
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de Chile 
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Winning bid for a band B mobile 
telecommunications licence in the 
State of Minas Gerais 
R$520 million 


Adviser 


April 1998 


Brazil 




Restructuring and sale of two electricity 
distribution companies owned by CEEE 

US$2.89 billion 


Adviser to the Government of the 
State of Rio Grande do Sul 


October 1997 


Brazil 


gasNatural %. 

Acquisition of CEG and Riogas 

The first privatisation of State-owned 
gas companies in Brazil 

US$576 million 

Adviser 1 

July 1997 Brazil 
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Endesa Chile 

Syndicated Loan 
US$200 million 
Joint Arranger and Bookrunner 
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Sale of 66% stake in Coelba to a 
Consortium led by Iberdrola 

US$1.6 billion 

Adviser to the Government of the 
State of Bahia 


August 1997 
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Privatisation of the generation, 
transmission and distribution assets 

US$1.4 billion 

Joint Adviser 



May 1997 
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Argentina 





piuspetrol 
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Sale of 45% stake in Piuspetrol Energy 
to Repsol 

US$340 million 

Adviser 


January 1997 


Argentina 
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Time Warner surges to $101m 


By Qirtetopber Partes 
h Los Angeles 

An unexpected threefold 
increase in second-quarter 
earnings sent Tune Warner's 
stock to record levels yester- 
day. The entertainment 
group’s net earnings of 
8l0lm, compared with $30m, 
boosted shares $3 '4 to 894% 
in early trading. 

The 4 per cent improve- 
ment, adding to strong gains 


in the previous two -days, 
reflected confidence that the 
company was on track to ful- 
fil earlier promises of a 
record year from Gerald 
Levin, chairman and chief 
executive. 

Earnings per share after 
preferred dividend payments 
of 4 cents, following a 9 cent 
loss last time, far outstrip- 
ped analysts’ forecasts of a 4 
cent deficit. 

Ur Levin yesterday sin- 


gled out cable television, the 
Time publishing arm and 
Warner Bros film and televi- 
sion programming as the 
m ain forces behind the 
advance. 

White music continued to 
trail, the cable assets 
acquired with the purchase 
of Turner Broadcasting gen- 
erated 20 per cent more cash 
flow. In spite of a shortage of 
big film hits, Warner Bros 
TV programmes and con- 


sumer merchandising 
pushed the division’s cash 
flow op 11 per cent to 8122m. 

The strength of the US 
economy bolstered advertis- 
ing revenues in most media 
businesses, and cost-cutting 
was also credited with a 17 
per cent rise in group-wide 
cash flow - defined as earn- 
ings before tax, interest and 
amortisation- to 8L2bn. Rev- 
enues increased from Sf5J£m 
to sasbn- 


The company said a 9 per 
cent fall In cash flow at 
Warner Music from 8106m to 
896m whs due mainly to a 
decline in direct nmrfcgHng 
sales. Revenues rose from 
8822m to 8905m. 

HBO. -.the group’s pay 
cable channel arm, lifted 
cash flew 15 per cent to 
8113m, while losses 
i ncreased at its fledgling WB 
broadcast TV network from 
819m to 823m. 


ELECTRICITY THREE B IDDERS EXPECTED IN BRAZIL SELL-OFF 

Elektro stake bids 
to start at R$744m 


By Serif Bjer In S5o Pario 


Nike takes the 
pain in its stride 

US sportswear group is sanguine about 
recent setbacks, reports Patrick Harverson 


J uly has not been a very 
good month for Nike. 

It started with the 
news that the US sportswear 
group had reported its first 
quarterly loss since 1985. 
The annual results were just 
as alarming: profits for the 
year were almost halved, in 
spite of a small increase in 
turnover. 

Then Nike suffered a loss 
of a different kind, this time 
on the field of play when 
Brazil, whose football shirts 
carry Nika's instantly recog- 
nisable “swoosh™ logo, were 
defeated in the World Cup 
final by France, a team spon- 
sored by deadly rival Adidas. 

To make matters worse, 
the day after the game Nike 
had to deny reports It had 
forced the Brazilian coach to 
put Ronaldo, the superstar of 
world football. In the team 
even though the player was 
not fit 

Although the stories were 
never taken too seriously, 
Nike's association with the 
very public failure of Brazil 
and the part Ronaldo played 
in it cannot have done the 
famous brand much good. 

A disappointing World 
Cup final, however, is some- 
thing Nike can quickly 
recover from - stagnating 
growth is another matter. 

As he sip6 a cup of coffee 
in a Paris hotel a few 
days before the World 
Cup final, Tom Clarke. 
Nike's chief operating offi- 
ce^ tries tp.be philosophical . 


about the recent setbacks. 

“You grow a lot, then you 
need a period when things 
aren’t booming to ask what 
works and what doesn’t,’’ he 
says, mairiny it sound as if 
the losses, the redundancies 
and the faffing share price 
were all somehow welcome. 

As the number two to Phil 
Knight, Nike’s founder and 
rfrairmaTi , Mr Clarke is the 
man most directly responsi- 
ble for putting the group 
back on the right path. The 
impossible part will be 
matching Nike’s recent 
record. 

Between 1994 and 1997 the 
group tripled in size, with 
annual sales roaring ahead 
to more than $8bn and prof- 
its to almost 3800m on the 
back of a worldwide boom In 
demand for sportswear. 

Yet in the past 18 months 
fashions have moved on and 
sports shoes and clothing 
are not as trendy as they 
once were. 

This hag affected demand 
in Nike’s developed markets, 
particularly the US. In its 
newer markets, notably in 
Asia, the economic crisis has 
hit sales hard - nowhere 
more so than in Japan, 
where sales have tumbled 
and profits turned to losses. 

But Mr Clarice says Nike is 
not panicking. “We have 
made a lot of investments in 
the region and I still feel 
good about them," he says. 

According to Mr Clarke, 
the main problem with 



The Brazilian state of Sfio 
Paulo plans to revive its 
troubled privatisation pro- 
gramme today with the sale 
of a controlling stake in 
Elektro, an electricity distri- 
bution -company. 

The government will sell 
90 per cent of the voting 

shares in the company in an 

auction at the SAo Paulo 
stock exchange for a mini- 
mum of Rg 743 J 6 m (USS 639 m). 

Elektro is owned by Cesp, 
the power generation com- 
pany controlled by the state 
government - 

Analysts believe that op to 
three Udders will participate 
in the auction and that Etek- 
tro will be sold at a premium 
of around 80 per cent to the 

SAo Paulo state had 
plflTinwri to sell Elektro in 
March but bad to postpone 
the auction after the Brazil- 
ian stock wiaHcpf regulator 
objected to the treatment of 
minority shareholders- of 


Cesp in the original sale 
model. 

The government will be 
hoping for a more successful 
outcome than .the auction of 
the two distrfljution subsid- 
iaries of Eletropanlo, 
another utility, in April, 
when there were no bidders 
for one of the companies and 
only one bidder for the 
other. ' 

The favourite to. win the 
auction is VBC, a consor- 
tium up of Votoren- 

tim, the largest family- 
owned business in Brazil, 
Bradesco, the b ankin g 
group, and Carmago Correa, 

a construction compan y, 

VBC already owns CPFL, 
another Sfio Pauto electricity 
di st r ibu tor which was priva- 
tised to November and has 
considerable operational 
synergies with E lektro. VBC 
might use CPFL as a vehicle 
to hid for Elektro because it 
has lower debt levels than 
its owner. 

Tbe other possible bidders 
are Iberdrola, the Spanish 


New AHP drug set to 
challenge market leader 


Japan was that Nike grew 
too fast — anrmai sales went 
from $l00m to $lbu in the 
four years to 1997. Such 
extraordinary growth could 
never have been iMintahwii, 
be says, and “the time of 
reckoning was due™, with or 
without an economic crisis. 

In Japan “we miggari our 
forecasts badly and there 
was too much product in the 
market”, says Mr Clarke. 
This year, he expects Japa- 
nese sales to be down a third 
from the peak, and a retain 
to profit is unlikely. 

The outlook for the Asia 
region as a whole is not 
much brighter. “I don’t feel 
the economies have to be 
rebounding for us to get 
back on tbe right path. But 


you have to get to some bot- 
tom point before you move 
Up, and I'm not sure we’ve 
reached that yet.™ he admits. 
Asian revenues are predicted 
by Nike to fall a further 25-30 
per cent this year. 


Bi 


ack home, the problems 
are different, and hopes 
Mr Clarke, more easily 
solved. 

He puts the poor perfor- 
mance in the huge US mar- 
ket down to overcapacity in 
the retailing sector, which 
led to poor presentation of 
products in the stores and a 
lack of variety in merchan- 
dise, particularly apparel. 

He says Nike has been 
working with its retail part- 
, ness -to tackle some of the 


problems, particularly on 
presentation. 

Additionally, Mr Clarke 
says there are signs of a 
recovery in US demand for 
Nike's core range of basket- 
ball shoes. Yet a sizeable 
surplus of shoes remains, 
which be estimates at 5m 
pairs worldwide. 

As for bow the setbacks 
and painful job cuts have 
affected Nike's famously 
robust corporate culture. Mr 
Clarke says management 
and employees have not lost 
heart 

“Remember, we’re a fairly 
self-critical bunch. We’re 
running the company for the 
long-term, not to keep people 
happy for the next couple of 
quarters.™ ... . . 


By David PVog ta London ad 
Tracy Corrigan hi Mar Yak 

A drug derived from. Easter 
Island soil could help pre- 
vent the body's immune sys- 
tem from rejecting organ 
transplants, according to 
trial data to be presented 
today by American Home 
Products, the US pharmaceu- 
ticals group. 

Phase D7 data showed that 
Rapamune reduced acute 
rejection of kidney trans- 
plants to 11 per cwit, against 
24 per cent with standard 
Immunosuppressive drugs, 
said Sir Roy Caine, professor 
of surgery at Cambridge Uni- 
versity. “The results are 
encouraging and, at this 
stage, it looks as though the 
drug is well worth develop- 
ing;" he said. 

1 : Ra pamune .will challenge 


Novartis’s cyclosporine, 
which is the market leader, 
with sales of SFrIIBbn 
(8L2bn) in 1997. and one of 
the world’s best-selling 
dings, according to Dresdner 
Kteinwost Benson. 

A spokesman for AHP, 
which is merging with Mon- 
santo, the US life sciences 
group, fairiinpd to estimate 
sales, hut said: “We believe 
th<« is one of our most 
important products.” 

Hemant Shah, an analyst 
at HKS, the US pharmaceuti- 
cals specialist, forecast 
»rrninai sales of 3SOQm-$40Om 
on the basis of published 
data. 

Trial data also showed 
that Rapamune, used in 
combination with low doses 
of cyclosporine, had fewer 
side-effects than standard 
treatments. These can 


increase hair growth and 
damage kidneys. However, 
Rapamune did raise choles- 
terol levels in sane cases. - 

AHP will file far regula- 
tory approval of the drug in 
tiii> US, rianafla and Europe 
in December. 

Scie n tists began studying 
a bacteria found in the sol 

Of Tgfcmrf more than 

30 years ago. Originally con- 
ceived as a potential antibi- 
otic, it was rejected because 
it suppressed the immune 
system. It was resurrected as 
an immunosuppressant In 
the late-l980s and could, 
according to AHP, be the 
most important advance in 
organ transplants for 15 
years. 

About a third of kidney 
transplants are unsuccessful 
because tbe immune system 
rejects the ^foreign organi ' 
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DM344,480,000 

BGB Finance (IRELAND) PLC 

3.25% Guaranteed Notes due 2001 
axetangeabta Mo orflnwy boerar shares at 

Metro AG 

GuarantMd by the Mtoiwig mambsrs of 
ttw BBnkgMefccticft Bftfn Group 

BANKGESELLSCHAFT BERLIN AG 
BERLINER BANK AG 

LANDESBANK BERLIN - GIROZENTRALE - 

Notice is hereby given foal the price at which ihe Shares wfli 
be delivered by the Issuer to NotehokJere own exchange (the 
"Exchange Price*) wll be reduced by DM 0.08 to a value of 
DM 625033. This represents the required atfustment to the 
Exchange Price under Clause (14) of the terms and conditions 
of the Notes In connection with the recent issue of a zero- 
coupon convertible bond by Metro AG to Its s ha re holders by 
way of subscription rights. 

By: Goldman, Sachs & Co.'oHG 

Frankfurt am Main. Exchange Calculation Agent 
July 16, 1998 


For further information please contact: 


Corina Vintan in Bucharest 


Tel: -40 1 312 6S66 


Fax: +40 1 312 1497 


Ewa Placzek-Neves in London 


Tel: +44 171 873 3725 


Fax: -44 171 S73 3934 


Email: cwa.placzek-neves sit, com 


or Annette Ebert in Frankfurt 


Tel; +49 69 156 35 163 


Fax: -49 69 596 44 SI 


Email: annette.cbertSft.com 
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Due 1999 
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18 w* be dS.S14.53 per dS.SI.000 
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For further information please contact: 

Charles Blandford in Dublin 
Tel: -353 1 676 1184 
Fax: -353 1 676 2125 
email: chasbeindigo.ie 

Haj Haffejce in London 
Tel: ^44 171 873 4231 
Fax: +44 171 873 4862 
email: h3j.haffejceSFT.com 
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energy grot® which already 
owns d fatri b u to'cempanfeB 
in. the Brazilian states of 
Bahia and Rio Grande do 
Norte, and Bscefea, the <0s- 
txfbutfon company from the 
state of Espixito Santo. 
Escetea said it was . negotia- 
ting with a Tiurnhw of possi- 
ble bidding partner*; todod- 
ing Enron, the US energy 
group. 

S6rvulo Lima, electricity 
analyst at Borano Shnooseo, 
the Rio de Janafro invest- 
ment bank, said that if there 
was more than cue ladder, 
Elektro could be sold for a 
hi gh premium , given that jg 
terms of megawatts per 
hour, the minimum price 
was around half tee level 
paid in privatisations last 
year. 

However, analysts warned 
thpt fiwawrfng was easier to 
obtain last year and that 
some potential bidders might 
be waiting to take part In 
electricity generation priva- 
tisations which are doe to 
start later this year. 
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COMPANIES & FINANCE: ASIA-PACIFIC 

^^A0.^g„ E D} TOR BANKS REQUIRE POTENTIAL BIDDERS TO TAKE ST AKE FOR AT LEAST WON^IOObn 

Terms set for Kia Motors takeover 


By John Burton 

in Seoul 

Creditor banks yesteriay set 

5^fL tenDS for Kia and 
A®* Motors, Sooth Korea’s 
lar S»st v^iide group 
by demanding that potential 
DiQders must buy a 51 per 
cent stake for at least 
WonijOObn (S853m). 

The Kia group was placed 
under bankruptcy protection 
a year ago after it collapsed 
under nearly Wonl2,000bn of 
debt because of heavy 
investments In its steel, con- 
struction and truck 
operations. 

The state-run Korea Devel- 


opment Rank , Kia’s main 
creditor, said it would assess 
bids on the basis of the 
acquirer's bidding price, 
financial strength, technical 
capability and efforts to pro- 
mote job security and 
exports. 

Bid applications mil be 
accepted from late July, with 
a final decision scheduled by 
the end of August 

KDB said it was necessary 
to reschedule and write oft 
some of Kia’s large debt in 
encourage the sale of the 
group, but added that negoti- 
ations were continuing 
among creditors on details of 
KLa's debt restructuring. 


The creditor banks agreed 
to reduce capital for the two 
companies by 90 per cent 
and then seek recapitalisa- 
tion through new share 
issues of WonLSOObn for car- 
maker Kia Motors and 
WonBOObn for Aria Motors, 
its truck subsidiary. 

Kia has assets of 
Won7,720bn and debts of 
Won8.700bn. while Asia has 
assets of Woni,640bn and 
debts of Won3,070bn. - 

Ford Motor of the US and 
South Korea's three other 
carmakers Hyundai, Daewoo 
and Samsung are expected 
to be the main bidders. Ford, 
along with its Japanese affil- 


iate, Mazda Motor, is the 
largest shareholder in Kia 
Motors, with a combined 1K9 
per cent stake. 

Hyundai and Samsung are 
interested in acquiring Kia 
Motors to increase their 
economies of scale, while 
Daewoo wants to buy Asia 
Motors to boost its small 
commercial vehicle 
operations. But the weak 

finance of the Korean car- 
makers might make it diffi- 
cult for them to beat a bid 
by FOrd If it participates in 
the auction. 

Any takeover of Kia, 
which is the world’s 17th 
largest carmaker in terms of 


production output, will not 
solve the problem of excess 
capacity in the Korean car 
industry. 

Kia Motors has production 
capacity of nearly lm 
vehicles, but production 

plunged by 48 per cent to 
only 175JS86 vehicles in the 
first half of 1998 because of a 
sharp fall in domestic sales. 

Analysts believe tbat 
Korea can support only two 
carmakers instead of the 
current four, because of 
expectations that the domes- 
tic market will not recover 
for another five years, while 
there is also a glut in global 
car production. 


VSNL hopes to 
reassure through 
global cable deal 

Indian telecoms group claims ‘business as 
usual’ after $80m move, writes Krishna Guha 

Videsh San char Nigam “was a little unexpected”, 
(VSNL), India’s international according to Mr Kumar. He 
telephone company, yester- was refused an ortiwginn of 
day announced plans to his chairmanship after, it is 
invest about 880m in two widely believed, fairing foul 
glob al cable networks — its of pow erfu l bureaucrats -in 
first big move since the res- the Department of Telecom- 
ignation of chairman muni cations a nd the Tele- 







m jm r m 


BJL Syngal earlier t his 
month. 

Amitabh K umar , acting 


co mmuni cations Commis- 
sion. 

VSNL is majority-owned 


chairman, said the decision by the gove rnment, which is 
to invest $S0m in the South expected to divest a furth er 
Africa Far Bast (Safe) net- portion of its shareholding 
weak, which will ring Africa through a second issue of 
and then connect to Asia Global Depositary Receipts, 
and Europe, and to buy possibly in tbe current finan- 
capacity worth $30m on Prqj- rial year. . 
ect Oxygen, which will oper- The Telec ommuni cations 
ate a single network to con- Commission has already told 
nect 74 different countries, 

was proof that it was “bus!- — . 

ness as usual'’, at VSNL We are going 

He said the two projects ... 

would from 2000 onwards Snead with all plans 

3S2MiSS5 on schedule with 

to offer more multimedia no delay in our 
services, which require B 

greater bandwidth, vsnl capital expenditure 
win buy L2 gigabits per sec- 
ond an Project Oxygen alone programme 

- enough capacity to service — — — :*•* • 

its- entfrexmTent caU traffic 

twice over. 

The company hopes that VSNL that it favours allow- 
the announcement will reas- ing the company to enter the 
sore investors troubled by . lucrative long-distance 
the loss of Mr SyngaL “We domestic market in about a 
are going ahead with all year’s time. The company 
plans on schedule without also expects to win long- 
any delay or ’let-up in our delayed approval for its 
capital expenditure pro- autonomous governing 
gramme,” said Mr Kumar. ' board by September. 

Mr Syngal’s departure Mr Kumar said VSNL 




Good cafi: VSM. may be alowmd to enter domestic long-dtetanca market in a year's dm* 


would push ahead with 
plans for a joint-venture 

regional te1»^nmmrinirait irm« 

hub - Mr Syngal's pet proj- 
ect, which many feared 
would vanish with him. 

“We intend to finalise our 
regional hub partner in 
about a month or six weeks’ 
time," said Mr Kumar. Three 
international consortia are 
still in tbe running. 

Mr Kumar does not intend 
to go ahead with the original 
plan to build a domestic 
cable network to service tbe 
regional hub - the so-called 
“garland” or' “oasis” net- 
work. 

“There will -be less infra- 
structure development.” he 
said. “We may buy capacity 
from other partners like the 
Department of Telecommu- 
nications, the Railways and 
the Power Grid.” 

He said buying capacity 
was cheaper and quicker 
than laying cables. This 
marks a dear break with Mr 
Syngal who believed that 


VSNL should invest up to 
$lbn and own the pipes. 

The acting management 
team also put 8 cap of 
2250m on investment in 
global personal mobile satel- 
lite services where VSNL is 
a partner in three different 
systems. “That is the maxi- 
mum risk we would like to 
take on this new technol- 
ogy,” said Mr Kumar. 

This still leaves room for 
the company to invest S90m 
in the Afro- Asian Satellite 
Consortium (250m equity 
and 240m gateway invest- 
ment). 

VSNL is also entering the 
market to provide telecoms 
services to TV broadcasters, 
and Mr Kumar plans to 
invest about 230m in the 
technology which enables 
TV companies to transmit 
programmes to satellite. He 
said VSNL was close to sign- 
ing np 10-12 broadcasters 
linking up from Thailand, 
Hong Kong, Singapore and 
Sri I-anka 


Mr Kumar experts to be at 
the helm for two months 
while the government 
decides on a permanent 
replacement for Mr Syngal, 
before reverting to his post 
as director of operations. No 
internal ranflidatqs are being 
considered for the job of 
chairman, which is likely to 
go to a bureaucrat with close 
Units to the DoT. 

Whoever wins the race is 
likely to preside over a bum- 
per first year. India's Tele- 
coms Regulatory Authority 
will shortly announce a cut 
in customer call rates. As 
VSNL receives a fixed RslO 
per call minute irrespective 
of the fee charged to the cal- 
ler, the company will gain 
from any increase in vol- 
umes. 

Mr Kumar expects rates to 
be cut by about 30 per cent 
which would lead to a 40 per : 
cent Increase In outgoing 
calls - and an equivalent 
increase in profits on the 
outgoing call business. I 


Showa Shell to cut costs 
with refinery closure 


Competition hits 
Japan’s brokers 


By Alexandra Hamey 
hi Tokyo 

Showa Shell Sekiyu, the 
Japanese oil group, will 
close its refinery in Niigata 
in northern Japan to bolster 
profitability. The move is the 
latest attempt in the oil 
industry to cut costs and 
reduce excess capacity in the 
face of lower profit margins. 

The company, which is a 
joint venture between Showa 
Oil of Japan and Shell, the 
Asgio-Dotch oil group, said 
it expected to save Y2bn as a 
result of the closure. It is 
part of a restructuring that 
Showa Shell estimated 
would bring Y14.7bn in 
savings this year, mainly 
from refining operations, 
sales and administration. 

The Niigata refinery, 
which will be closed in 
March 1999. employs 150 
people. Showa Shell declined 
to comment about job losses 
or further capacity reduc- 
tions. “We are currently 
studying the conditions of 


the market, in both supply 
and demand. Based on our 
consideration of these fac- 
tors, we will make a conclu- 
sion." it said. 

The stock rose Y15 to Y890 
on the announcement. 

As Showa Oil’s first refi- 
nery, the plant in Niigata 
has been strongly defended 
by management and unions 
since discussions began 
about cutting capacity ear- 
lier this year. 

Analysts said the plant’s 
technology was outdated and 
inefficient, but it was 
unclear whether the closure 
would affect the company’s 
profitability. “On a 
long-term basis, it is obvi- 
ously not enough. It adds to 
the price competitiveness of 
the company, but they win 
lose by discounting at the 
pump. At best, it will be a 
neutral for Showa Shell,” 
said LaKta Gupta, oil analyst 
at Deutsche Morgan Gren- 
feZL 

Conditions in Japan’s oil 
industry have deteriorated 


because of deregulation 
Implemen ted this spring and 
excess capacity in refineries 
and petrol stations. 
Although oil prices are at 
historic lows, fierce competi- 
tion among petrol stations 
has also lowered retail prices 
and squeezed margins. 

In response, companies 
have been closing plants and 
petrol stations and cansofi- 
dating in distribution and 
refining. Last month, the big 
five oil companies 
announced plans to close 
10,000 of Japan's 59,000 
service stations. Industry 
analysts estimate that 70 
per cent of Japan’s petrol 
stations are opsating at a 
loss. 

Companies have also 
moved- to increase profit 
margins by opening self-ser- 
vice stations equipped with 
convenience stores, hair 
salons and car parts outlets. 
Earlier this month, tbe first 
used-car show room at a pet- 
rol station opened in a 
Tokyo suburb. 


By Pari Abrahams '■ Tokyo 

Japan's big three brokers 
saw first-quarter profits 
plunge as trading volumes 
and commissions were hit by 
increased competition from 
foreign brokers. 

Nomura Securities, the 
biggest of Japan's brokers, 
reported a 57 per cent fell in 
pre-tax profits, excluding 
exceptional, from Y34.9bn 
to Yi4Jfl)n (2106m) for the 
three months to the end of 
June. Revenues also fell, 
from YlOSbn to YalbxL 

The group yesterday 
revealed plans to establish a 
subsidiary. Nomura Fnndnet 
Securities, to promote online 
sales of mutual funds. Ana- 
lysts said the company was 
attempting to find new reve- 
nue streams to compensate 
for failing commissions. 

The results came after the 
market closed, and the 
shares closed up Y36, or 2 
per cent, at Y1.660. 

Daiwa reported an 84 per 
cent drop in pre-tax profits. 


excluding exceptionals, from 
Yl5.32bn to Y2.4bn. Reve- 
nues for the period fell from 
Y79.6hn to YKL2bn. 

The broker, which is the 
only tme of tbe big three not 
to have forged links with a 
large financial institution, 
said that it might consider a 
tie-up if tbe conditions were 
right Its shares rose Y9 to 
Y609. 

Niklto Securities, the 
smallest of the big three, 
reported widening losses 
under US accounting rules. 
Its pre-tax losses excluding 
exceptionals fell from 
YL93tm in tbe three months 
last year to Y7.39bn- Reve- 
nues for tbe three months 
took a hit. down from 
Y58.4bn to Y47.44bn. 

Nomura’s proportion of 
turnover on the Tokyo stock 
exchange rose year-on-year i 
from 6 per cent to 9.8 per 
cent, but Daiwa Securities' 
share dropped from 9.6 per 
cart to 7 per cent, while that . 
of Nikko Securities fell from ' 
S-2 per cent to A8 per cart. I 


Notice to the BondboWera of the : Proton, Petronas to link up 
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ns. DOLLAR ZERO COUPON BONDS OF 1997/2017 

{THE “BONDS”) 

EXCHANGEABLE INTO SHARES OF 
DAIMLER-BENZ AG. 

ISSUED BY 

DEUTSCHE FINANCE (NETHERLANDS) BY. 

AND GUARANTEED BY DEUTSCHE BANK AG 

ln lune ig9 B. palmtef-Benz A6 has Increased Its share capital 
ho* \ ^a^recriptiM Prtce of DM 144 per jjare) and has pM a 
dividend o» DM 20 for each share^tha nominal 
of DM 5 Rhe -Share"). A preporionata distribution to the 
_} to, special cash cWdend was nut made; whto the 

“SSdISi» Bnance (Neiherianda) KV. has decidad w 

■SSTjlSSi*- 

o# bolh these averts the exchange rafio to now 

if Bond and the Exchange Price (previously DM 

51.75 Shares Pe\ rec ^ CQe)i a, mat effective as of Juig 


Amsterdam, 

mjiiyissa 


Dau Kd» Finance (Ne the rlands) KV. 


By Strife Mdttfy 
to Koala Lumper 

Proton, Malaysia's national 
carmaker, said yesterday It 
would join with Petronas, 

the national oil company, to 
form a company to research 
and develop engines, trans- 
missions, additives, fuels, 
lubricants and advanced 
engineering materials. 

The alliance will enable 
Proton to tap Into Petronas’ 
financially strong research 
and development arm. The 
oil -company has been devel- 
oping a commercial engine 
far some time. 

. Analysts said the deal 
looked like charity on the 
part of Petronas. They sus- 
pected the group had been 
pressured into linking up 
with. Proton as part of the 
“national service” required 


of big Malaysian companies 
to help the economy. 

Analysts also said it was 
likely that Proton, which has 
been hit hard by the eco- 
nomic crisis, needs Petron- 
as' s help to prepare for the 
removal of tariffs on foreign 
cars, scheduled for 2003. 
They believe Proton must 
make a more competitive 
product if it is to compete 
when the government 
removes its protection. 

They said 60 per cent of 
the value of Proton’s care, 
including the engine and 
transmission, was sourced 
overseas and subject to for- 
eign-exchange fluctuaticms- 
J jo ining Petronas would 
mi ah] p Proton to make those 
parts, in Malaysia. 

“Long term, it’s good for 
the company. It's going to 
proride them with the cash 


for the research and develop- 
ment business they have 
wanted to go into,” said 
Jenny Yeow, of Merrill 
Lynch. 

After strong growth in 
recent years Proton had the 
resources to stand on its 
own, analysts said, but there 
was concern that other mem- 
bers of the DRB-Hicom 
group are not as well off and 
may tap into Proton’s 
reserves as part of a 
restructuring. Proton, there- 
fore, needed to align itself 
with Petronas. 

The authorised share capi- 
tal of the new company. 
Advanced Engine Research, 
is to be M$20m (USSlSm). 
Proton and Petronas will 
each hold 50 per cent of tbe 
shares. 

Petronas, which is 
unlisted, made no comment 
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TO THE HOLDEBS OF 

OLYMPIA & YORK MAIDEN LANE FINANCE CORE 

10 Wc Secured Notes Due 1995 


NOTICE OF AGREEMENT WITH OLYMPIA & YORK 
TO FILE “PRE-PACKAGED” BANKRUPTCY 
PLAN AND OF COMMENCEMENT OF PLAN SOLICITATION 


Marine Midland Bank, as aaceesor Indenture Thistec (the "Thtsto") and the m e m beraof the Ad Hoc Conomtlee ot 
Noteholder! of Olympia £ Fork Maiden Lane Finance Corp. ("Finance Cora."] hare executed the Hunting and 
Coop ttatfa a Hmmat (the *Ac^B tall flS ^ ) with Finance Carp, the iwoer of ODD million face amoral of BWb Secnred 
Note due 1596 (die "Notes”), Otvmxa & 'Bek Maiden Lane Company LLC ("Malden Lane”), the owner of 59 Maiden 
Lane (the *ftoper1y"1 in New ftnt Oty; and two Ojympii & \i*k sflUbUea, pHnMbg fan among otha 1 thhiffl, the flBng hy 
Finance Corp. and Maiden Lane oTa "pre-packaged 1. Joint Plan of Reotganuatian (the "Ptan), if cental ctnmriom are meL 

Purgnnltn the tw-m» of tile Agrwmgnt. enfaemif the Plan «ndrhw«ernmpaftyiiy rai idna i ii> R»nt»f»iwi t,tngiftMf»kh 
faSnTe til — «y tlie Pin jn. Jl^«iu »fc lK» - ftnlMfrifl Mnlp-^.W’r nahl «« rt — nltier 

hi^aired oednois under the Han. 1b be counted, baOota must b« received by tfce^ Vku Agent, Marine Mhfland Bank, m 
the addra* set forth beta* by no lata - than EcOO pa. (NewUhrk City thne)oa Angust 12, 1SBB. 

Pnffuant to the Han, the Nntrixfldas^ \riD receive for their Notes cash and “IiBeidon That Certificates". The cnh to 
be rec ta v e il by the Nta eh old era alaD conaataf Ct the n weoda ftwn the wleof the Property. orMch are expected to eqnal 
at leaat |7B mflfian; GD the amount at the fimda reesred 6 obi He Hmne Insurance Cunpaqjr f"Hon»"X ptanuant to the 
setdanent wtth Hone, which DRKnth caceedi (GO hiSKmi; and fi) addWona) mmiw hod m trust by Marine 
Bank, as T n Hwo n r e tt i nje e, wtdrh, ■■ of the rinse oT baseness cm Jane 30. 1998, iwre approximately $1&3 mM™ , ™ tmt 
certain adnsmstralive expenses and monies to be held in resove tenants ir various proposes. 

TV lirigrtingi Thtst Certificates wffl evidence the rifgit to anypveeedsreeehred than the Utigatni curremty pending 
ny.ii jy TmHhi Insnranre Companj Heme, and ootibziiridi affiliates arising from a aeries of ttnaKboos which took 
fLcein Ifl96prrsn»m to wincfaZnrieh parr base rf nihstmtisHy afl of Heeneb asseta 

Tf Plan in hy r>y. TP^CgTtn mTmhari nf ^I ntnlmlitpr ^. ftmiwn rwp fn^ WnMwi )flii»|iit«iH (D file petitions 

COreacnriDg Chttter II easanader the Baricroptcy Code in enter to c onsummate the sale of the Property and to eonfion 
thePbm. 

Asset forth above, So Krit a tinn Materials were mailed to holders of the Notea. Any Noteholder who baa not received Ms 
SoBritation Matrah or is interested m flute hthnaalta eoneennng voting on the I9sn sboedd contact the MtongABBit, 
Marine Midland Bknfc. M0 Bwadww New Writ. New lhrt MOOS-nSl. Attic Me MetfaOnen Vice Premdete^qphnoe 
number ®Z> SBC5S4 ; fax no. W2)ffiMC6V. 

The ‘finstee contemea to woric dnsriy with the M Hoc Comnwttee of Notrfmktoa in the to 
inte rested to nwnnaminiifagwitfa the ThateeriMidd twite to Me jfedn Caner at the ajMrqyoet 

to the Trustee are DaidriG^^m'Es^and lisa C 
tntfP Wrtg d b wmtart f M r tfu» Committee my mil Mi 
Mx Rotter Cat dXt^frTSTBX 




July 16, 1998 
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aasuceestoT Indenture Trustee 


TELE COM 

wmmmmuTAUASpA 



CORPORATE AND CONSOLIDATED 
FINANCIAL STATEMENTS AT DECEMBER 31, 1997 

Notice is hereby given that, pursuant to law, the Annual Financial Statements of 
Telecom Italia S.pJL, accompanied by the documentation required under current 
legislation, the Consolidated Financial Statements for the Group at December 31, 
1997 and the Minutes of the Ordinary Stockholders' Meeting of June 16, 1998 
have been deposited and are available to an interested persons at the corporate 
offices, at 34 Via Bertola in Turin (in lieu of the Company's registered office, which 
is temporarily dosed for renovation) and at 189 Via Flaminia in Rome, and with 
Borsa Italians S.pA 


For Information or to request codes of documents, in Italy please cafl 167-020220 
toll-free. Outside Italy, please call +390636001273/0636001274/0636001275 or 
contact us by e-mail at afiarisodetari 6telecomitana.it 
This notice is also available at the following internet address: 
tttpVAww-tBtecomJtaJfejt 
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Diageo executive bonus scheme attacked 


By John WQbnaa, 
Consumer Industries Editor 


Leading institutional 
investors have attacked 
plans drawn up by Diageo 
lor a bonus scbeme that 
involves large pay-outs for 
executives if the food and 
drink group moves up a 
league table of leading con- 
sumer goods businesses. 

The scheme will give 
senior executives shares 
according to the group's per- 
formance measured against 

a group of 19 global compa- 


nies which includes Coca- 
Cola, Gillette, Colgate-Pal- 
molive and Philip Morris as 
well as food and drink 
groups. 

The directors' objective is 
for Diageo to be in the top 
quartiie of this peer group, 
according to Sir George Bull 
and Tony Greener, joint 
phahmfln . "Achievement of 
this objective would mark a 
significant improvement in 
performance for the com- 
pany,” they say in a circular 
to shareholders. 

But publication of the 


detailed proposals has sur- 
prised hind managers who 
believed they were in negotl- 
ations with Diageo over the 
scheme through the Associa- 
tion of British Insurers. 

“The overall view is that 
the arrangements are pretty 
rich." said one person 
involved in the negotiations. 
“The scheme potentially 
offers executives a multiple 
of salary in a company 
which already pays high sal- 
aries.” 

The scheme, which will, be 
voted on at the group’s 


annual meeting on August 
li, will award shares to each 
participating executive of up 
to 100 per cent of salary, 
with higher levels possible 
for US executives. These 
awards will be halved for 
senior participants who fell 
to build up a shareholding in 
the company equal to the 
value of their salary over the 
next four years. 

If Diageo comes 10th in the 
group of peer companies in 
terms of total shareholder 
return over the following 
three years, 50 per cent rtf 


the shares will be vested. If 
it comes ninth 60 per cent 
and so on up to 100 per cent 
if it comes fifth. If it reaches 
fourth place, they will get 
125 per. cent of the shares 
awardedj' and 150 P® - cent at 
third place. 

Total shareholder return is 
defined as the growth in 
share price plus the value of 
net dividends. 

"These are very significant 
rewards for median perfor- 
mance.” said one fond man- 


Diageo said it had been 


through an extensive consul- 
tation process with institu- 
tions and had sought to 
address objections. It pointed 
out that the comparator 
group involves some of the 
world's highest performing 
companies hi terms of share- 
holder returns. 

But one institution said 
this could Mh it easier for 
Diageo, which has underper- 
formed in the past, to catch 
up with a group of compa- 
nies that would find it bard 
to sustain their past perfor- 
mance. 


Pressac buys Cartier 
of France for £63m 


% Leyte Boulton 


Pressac, the electrical and 
electronic components man- 
ufacturer, is to pay £63. lm 
($104m) for G Cartier, a 
French producer of relays 
and electronic control 
systems for vehicles. 

The deal will be finan ced 
through a 2-for-3 rights issue 
at l8Qp to raise £60.1m - 
£57. lm net of expenses. In an 
innovative move to bring 
down fees associated with 
traditional underwriting, 
Pressac is inviting financial 
institutions to tender for the 
sub- underwriting commis- 
sion alongside traditional 
institutional investors. 

Pressac said the deal 
would put it neck and neck 
with Siemens of Germany as 
Europe’s biggest supplier to 


the automotive industry of 
relays and relay modules, 
which run features such as 
safety locks and sunroofs. 

The group, which supplies 
electrical and electronic 
components for vehicles and 
telecommunications, esti- 
mates its worldwide share of 
the relay market will rise to 
9 per cent alter the deal, 
against Siemens’ 25 per cent. 

Geoff White, chief execu- 
tive, said the enlarged com- 
pany would be well-posi- 
tioned to take advantage of 
manufacturers' increasing 
use of electronics in 
vehicles. The Economist 
Intelligence Unit forecast in 
1995 that sales of such com- 
ponents, including relays 
and modules, would more 
than double to nearly $84hn 
in 2005. 


Medialink expansion 


A US-based broadcaster is 
buying a UK television con- 
sultancy and photographic 
agency for up to £5. 12m 
(?8.4m) in cash and shares. 

Medialink Worldwide, 
which is located in New 
York, will merge its interna- 
tional operations with the 
London Bureau to create an 


integrated television, radio, 
internet and photographic 
service. Eye Catchers Press 
is also included in the deal 
Medialink International 
will be responsible for 
operations in Europe, Africa 
and the Middle East. Last 
year the US group bought 
On Line Broadcasting. 


The acquisition of G. Car- 
tier, which last year had 
sales or FFr69?. 2m (£69-7m) 
and pre-tax profits of 
FFr4 7. 8m, extends the geo- 
graphical reach and cus- 
tomer base Pressac estab- 
lished in Europe and South 
America with the purchase 
last year of Ztalamec, an Ital- 
ian relay producer. 

"It fits beautifully into 
what they’re trying to do," 
said Nigel Harrison, analyst 
at Williams de Bros. He said 
the deal gave Pressac "a 
stronger position in Europe, 
a complementary customer 
base, an enormous opportu- 
nity for cro s s selling of other 
group products and a stron- 
ger product range to he 
offered in the United States”. 

Pressac, which is expected 
to report pre-tax profits up 
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from £10.1m to at least 
E13J8m for the year to July 
31, said the purchase would 
enhance earning s in the first 
year. It expects to improve 


the efficiency of G. Cartier’s 
operations significantly. 

The deal raises gearing to 
75 per cent from last year's 
level of about 47 per cent. 


SG Warburg, the house 
broker, forecasts that the 
combined group's pre-tax 
profits will rise to £23-6m in 
1999 and £26.9m in 2000. 


Tunowr (En4 


Prt-ta 
pram pa) 


Cured 

mynni w 


Pate of 

ww 


Dividends 

QmBapa H an 


Housebuilders 


Housebuilders' shares are in 
the dog-house, having under- 
performed the market by 
some 20 per cent zn just six 
weeks. This looks overdone. 

The sector currently trades 
on a pitiful 55 per cent dis- 
count to the market The sud- 
den derating Is assuming 
that QgT-ntnff 1 foil off a cliff 
by 30 per cent or more. 

This would not be without 
precedent The economy may 
experience soft l andin g s , but 
housebuilders typically only 
seem to go in for the crash 
variety. Still, conditions are 
not ripe for a collapse in prof- 
itability. The rate of growth 
in house prices is expected to slow by as much as half, but 
prices are not expected to fen as in the early K9to. Of 
course, the rate of growth may not be enough to cover land 
price inflation, which has been high- House price rises may 
also not be enough to keep pace with other rising cos ts: 
labour and building materials are getting more expensive in 
response to the still buoyant commercial property market. 
So some squeeze on margins Is likely. 

But the sector is finally showing signs of shedding its 
lemming-like reputation for chasing volumes at aB cast. 
Difficulty in obtaining planning permission should impose 
restraint on the less disciplined com p a ni e s . Despite the 
sector’s sorry track record, its shares have been oversold. 
Investors nervous of the past should concentrate on quality 
plays like Berkeley. Wilson Bowden or Redrew. 

Diageo 

Diageo’s long-term incentive plan (LTIP) locks on the gener- 
ous side. Sure, the drinks company has selected an impres- 
sive international peer group of 20 fast-movii^j consumer 
goods companies that includes the likes of Coca-Cola and 
Gillette. In increasingly global markets this may be better 
than domestic benchmarking. And awarding 50 per cent of 
the LTD? shares - which in total will be worth 100 per cent 
of wnnnni salaries - if the company achieves Just median 
total shareholder return is not as Hilly as it looks. Provided, 
that is, base salaries (in many cases already rich) were 
adjusted down at the gam* time. That way. middling perfor- 
mance would receive only middling re w ards. Unfortunately, 
that is not the case with Diageo. As a result middling 
performance will be richly rewarded. 
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CONTRACTS & TENDERS 


Hellenic Industrial Development Bank S A (ETBA) 

CALL FOR TENDER SUMMARY 
PUBLIC 8dERNATIONALT3IDER FOR THE SALE OP 
THE FIXED ASSETS OF HALMS SHIPYARD COMPLEX 
HELLENIC INDUSTRIAL DEVELOPMENT BANK SA (hereafter called ETBA], having its head offices In Athens 
(87 Sygiou Avenue) and being legally represented, as the sale shareholder of SA SHIPYARDS OF GREECE 
(hereafter caffed the COMPANY), owner of HALMS SHIPYARDS complex (hereafter called tha SHIPYARD], with- 
in the framework of Government Privatisation PoAcy and fodowlng decision No. 43428.7.97 of the Boanl of Directors 
of ETBA,-dectaon dated 7.10.1997 of the Extraow B naiy General SharehoMere 1 Meeting of SA SHIPYARDS OF 
GREECE and tha decision of the Inter-Mnisteriai Committee for Denationalisation dated 19.12.1997, and having 
engaged KANTOR CAPITAL SA as Rhancfaf Adviser for lf» sale 

INVITES TENDERS 

| with sealed binding offers for the sate of the fixed assets of the SHIPYARD. 

BRIEF DE9CHPT10N OF TWE FIXED ASSETS TO BE SOLD 
The facades of the SHIPYARD are located at Vattil Avfidos, near the city of HaMs, at the northwestern pan of the 
Evofcoe Bay. Tha fadBtias are located 2 km from the vilage of VtalM, 8 km south of Haida and 71 ton north of Athens. 
The SHIPYARD is capable of repairs and modification of vessels with tfsptacements up to 45,000 DWT, as wed as 
the construction of medium and smell sized vessels. The facades of the SHIPYARD consist of: 
a plot of land ol approximately 430,000 sqm. 

builcfngs (main bulking, warehouses, pavfltons. machine shop, steel Plata m», carpenter shop etc.) covering 
approximately 13,500 sq.ni 

c. a floating dry dock (VATHt) with a capacity of 20,000 DWT. 

d. Boating crane (EVRIPOS) with a lifting capacity of 100 tonnes. 

e. two cranes with a hoisting capacity of 50 tonnes each and five smaller ones. 

f. two tug boats (TELAMON and LOKREFSj. 

machine shop and rating mU machinery and machinery for other workshops, movable machinery and trans- 
port vetides. 

I h. Infrastructure and fadlties. 

The Boating dry dock AVUS (hereafter called D/D AVUS), at present located at and operating In the tacfitias of the 
SHIPYARD, with a capacity of 48,000 DWT, is not Included in the assets tor sale. D/D AVUS Is being sold through 
a parallel tender (acconfing to Art 46a of Law 1892/90 supplemented by Art 14 of Law 2000/91, as currently in 
fares) administered by ETBA FINANCE S A acting as special liquidator on behalf of the owner, NEORION SHIP- 
YARDS OF SYROS S A 

TERMS OF THE CALL FOR TENDER 

1. The present announcement constitutes a summary of the Cal tor Tender. TheCdl for Tender, needed by par- 
titiparfls, ws be provided by the Financial Adviser at 4 Vas. Sofias Avenue, 106 74 Athene, Greece. 

2. The Tender will be carried out axoning la tha provisions of the Cal for Tender. TT» submission of a binding 
offer signifies the complete and unquatifled acceptance of al terms and concEOons at the Tender. 

3. Interested parties are Invited to receive the relevant Information Memorandum about tha fixed assets of tha 
SHIPYARD, and a draft Letter of Guarantee of participation from the Financial Adviser, after signing a 
Confidentiality Agreement, and to submit a birxSng offer to ETBA, Subdivision of Participation, 87 Sygrou 
Avenue, Athens, until 7 August 1998 at 14:00 pjn. Access of Interested parties to the SHIPYARD'S tecSttea 
and to the Data File for the fixed ass e ts will be oiganizad by the Financial AcMser. Offers need to be submit- 
ted t^ tlte Interested parties to person or by their 1^ representative. The opoting of the offers wtil take place 
right after the closing of tha submission In the presence of the interested parties. 

4. Lateoffeis, and offers teat are not acconpartied by a Letter of Guarantee, as wall as offers that contein conditions 
on the vafidty d the offer, or are vague wffi regard to the amount or the nay of payment or to any other material 
aspect, wV not be accepted ETBA or the COMPANY reserve the right, at ttielr uncon te nted Judgement, to turn 
down the Bta snnent i onad offers or to consider any such terms as norKixtatenL 

5. in order to be valid, offers must be accompanied by a Letter of Guarantee tor Participation issued by a bank 
that legatiy operates In Greece or In the European Union. The Latter of Guarantee shd be tor the amount of 
200 million Greek drachmas (GRD) or the equivalent amount to ECU. The Letter of Guarantee wfli be retuned 
to the participant at the end ol the Tender and to the selected bfcttw after the Transfer Contract is signed The 
selected bidder wB also Gutxnit Letters of Guarantee for good performance, after signing the Transfer Contract 
according to the provisions ol tiva Caff for Tender. 

5. AiraSng offers wfl be evaluated only tithe participant (a) has submitted a birring offer tor the acqtfsfflon of 
D/D AVUS to the aforementioned parsHe! Tender (b) has submitted a written acceptance that he wflt operate 
the fixed assets of the SHIPYARD mainly as a shlpbufldtogfehiprepaJrlrig business tor at least five years (c) Is 
craft worthy as defined in fte Can for Tender (d) has submitted a business plan along with the offer, accmd- 
ing to the provisions ot the Cafl tor Tender and (e) does not have overdue obffgations to ETBA and/or 
SHIPYARDS OF GREECE SA on the date ol submission of the offer. 

It. t31tererrwatdeacfft»aocureWy the bU price for the fitted assets, tha currency, and the terms of payment Tha 
minimum downpayment is set at 25% of the bid price and payments must be completed In a period of 140 to 
Owe (5) years, in case of InsSftnent payments, the selected bidder wH have to submit Letters of Guarantee 
equal in number to the number ot tostBlImenis, and each one equal to the amount of each tostatimenl 

1 8. The preferred bidder wflJ be the one whose offer has been evaluated aid judged as betog the most advanta- 
geous, taking under consfcfaralfon his after Oibrmtred tor the acqiisrtfan of D/D AVUS. acconJng to (ha provi- 
sions of the Cati for Tender. Selection criteria of the Tender constitute: (a) the bid price (b) the irinhnum num- 
ber of toff time employees tor the first fare years from the sole of the fared assets of the SHIPYARD and (c) the 
amount of investments to be earned out h toe first three years ftom the sale of the fixed assets of the SHIP- 
YARD. 

1 9. ' The fixed assets of (he SHIPYARD are bcting sold and wffl be transferred "as they are ttod where they ere' and 

specifically to the actual and legal comftion and to the location they are to on the dale of signing the Transfer 
Contract ETBA, the COMPANY and the Financial Advtser, are not tssponsfUe for any legal or real defects or 
for deficiencies In any characteristic of the fixed assets to be sold, nor tor incorrplafe or poor description of the 
assets to the fnfomratfon Memorandum or for any decision taksn In the context of the Tender. Interested par- 
ties should axenass due Agence and torn tfieir own view regarttog the fixed assets of the SHIPYARD. 

10. All expenses incurred for participating to ttw Tender and tar the asset transfer win be covered solafy by poten- 
tial buyers. 

11. Tha Tender documents are to Greek and have been translated to EngSsh. In any case, tha Greek text prevaSs. 

12. Fbr any a*ftional information, Interested partlas can contact KANTOR CAPITAL SA, 4 Vto. Softas Av%. 106 
74 Athens, tel (301) 7297 500. fax (301) 7249528, e-mail: central@kantor.gr, Mr. K. Maigounis, Mr. G. 
Papanikotaou, Mrs. T. Mormon. 
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ECONOMIC & FINANCIAL SERVICES S JL (formerly GREEK EXPORTS S JL) 

ANNOUNCEMENT 

OF AW MTERNATIONAL PUBLIC AUCTION FOB THE SALE OF^ THE FLOXimO DRYDOCK D® "AVUS - 

ETBA FMANCE ECONOMIC A FINANCIAL SStvtCES SA oEtaUehed in AOwna (1 Eratostfranous Sij. and legaly leprEswa- 
ed In Us capacity as apodal kjuktator al NEOftKX SHIPYARDS OF SYROS &A. whioft owns tha Sooting etydoefc D43 "AVUS", 
In a ccord anc e wMi Decision No. 538/1902 ot Bn Rraaua Court of Appeal and the provtfana of article 7 ol Law 2528/1 997 and 
Bride 46a of LsmH882/i 990 aa convtaneraad by ancle 14 of Law 2000/1991 as in tores today 

ANNOUNCES 

an knamattanBl public auction tor the sale ol the Baaing drydodc DID ’AVUS'. 

Summvy data on the floettig ifrydocfc tor sale 

The Hoofing drydock DID "AVUS" has been nxcepntd bom Bw asnta of lha company inter iqudBtioa named TEORfON SHO^ 
YARDS OF SYROS SA.’ by apodal togfaUhre provision (artlcia 23 Of Law 2198/94) and was thmetoie not sold together with the 
other amu o die above company. Nom by vbtua of arttato 7 of Law 2528/1 997, tha BquUator has bean alomKl to hold an Wama- 
tioral pubfc auction lor the sale of lha above Boating drydock. 

The DP 'Al/UfT la nwr at lha HALWS Shipyard and Bated as number 01 In the HALMS Haibounnastarti Regtater of Ftoatlng 
Diydocka. Us main gpadfletaons wo: 

15.000 tons • HdgM above tha Boor HXmetras | 

197S • Dapdi bafow measuremere deck a7 metres 

195.0 metres • Haxxmjil draught B_5 metres 

180.0 metres • Consauction Stool 

41.5 metres • BUM In Germany 

335 metre® - By GW 

Terms ol Ihe Announcement 

1. The auction be conrtxaad in acardance ntfi the provisions of orticia 46a of Law 1882/1990 as si«iiejrvimed by article 
14 ol law 2000/1 991 and la amendments, me terra contetoad In lha prasani announcamaw and the terms oontwned In Bte 
relative Ottering Memorandum, regarfiess of whether or not they are repeated in the preeenL The subnuaaton of a anting 
otter Imdfas acceptance ol al these terms. 

For a futo awareness rf the aoaflng drydock for sate, totoraatad buyers are Invtad to receive, on etgnatiaa of a co n fidenti a l- 
Ity agreement, tha Ottering Memorandum and the sperfman Latter of Guarantee in order to aubntit a eegleol, bindng offer to 
the Emuupols, Syros noony public assigned to ffia auction, Mb. Ekuti Aamarti. 7 Odes MbopoMI Antottou PoM. eL (30281) 
87201 tv 1100 a.m. on Thureday.9* August 1998. The submiasion of otters ahouido mads to person or by a tegaRyaulho- 
rissd represenatlve. Offers ntonwad beyond Die tin Bmu wfl not be acoeptod or taken into consideration, onus must not 
contain terms upon wMch their btodngness ufl depend or which create vagueness wflh regard to Die amount or toe method 

of payment oi Vie oftered price or with mgand to any other easentoti paints. The BqUdator and the crotiore imhtaki the rtglU: 

al Mr k m u K iuvariaie dbcrwkw. to rejad odors which cordate farms and ejeapdons. or oonsfader Bwm to be no»nxxitaned. 

In wtdeh case Die offar remains bto*ig with regard to the rest of lb content 

IXre to the fact Dial tm fleeting dydoeft M> WUS - b m incfcpensebleard ds*emrt-anf elamsrx tor the operation of Bte 

HAUCS SHpyaid, tt is hereby deeriy stated that a precondtion tor ponicipabxi in the auction tor the sale of WD 'AVUS". Is 

paflkdpatian tan to ho paralel auction tar the sale of Die HALKIS SMpyaid. on penalty of tovaBdetion of the ottor. Both offers 

w» be taken ton account in de t er mi ning Vie highest bidder In Die ebons auctions. 

Otters must be accompanied, on penally of cancelation ol the ottec by a teller ol groansee from a bertit legefly operaring In 

Greece, to toe annum ol one hundred melon drachmas {GDfi 1 00,000,000] vnld unW Us return to Bw giavantor bwik and 

guarereaaing txrih the substance ol the offer submitted and any Improvements made n U. 

The otteavte be unsealed by the notary m her office atlteOO ham on nwsday. S" August 1B88. Unvested pantos who 
have subntted binding offera wflbn the time BmU are amttsd to attend the opening of ttw offers. 

Tha sealed, bfndtog offers must spedficaSy ofota the offered amoux and method ot payment (cash or on credtt, the nwrtw 

of toetahnerts and when tiiey are to be pad and the rata of Interest during the entire ported of paymerq. If no mention Is made 

of a) (he method of payment, b) whether tin portion on oreetil wfl bear incmest or not and c) how tin littered Is u be edeu- 

lated and el whai rate, then It wli be oonsldansd correspondingly that a] payment w* be made in cash, b) the amount cm cred- 

it w« be paid teterasi-tree and c) tin interest on any urxtad ponton on orec* wtil be catcUated at the rate of the last tasua of 
onfryeor government bands. Ptoi-payment on aedtt w« be accepted on payment of at least 25% of the total ottered price to 

cash on signature of tha retaih* Gale contract and payment of the remaining portm by kwatment wHWn Bve (5) yeas at Die 

latest tom the dare of ctonateneof (he sate contract. The entire amount on cnxtit must be covered tty a letter of guwantee 
from a bank legally opareting to Greece. 

7. The Boating drydoch D/D 'AVLtS’shal be sold "as Is and where kf and, more spedficaly, teas actual and legal conation aid 

at the pace where it Is situated on tiw day of signature of tin sale contract. The Iquidatar and Bte credtore are rot respon- 

dUo tar legal or actual dafectt or cMkawnes at any Mnd d the taring dqdocfc on sale or far any hcongfcte or faaccurae 

deaenption of it to the Ottering Memoran d um. Interested partes, should, wHh tiwir own means aid dBgance and a thefr own 

rapmsii. look Into and tarm ther own assessment of the Boating cfeydoch tor sate. The submission of cn otter Impfiss that tire 

rrtorestod party e My aware of tiw legal and actual state of the above floating Ayriock 

In tie evert that part payment is an credi, the present value wfl be taken into account In evafusttng the offer, which be 
cafcutatad on Dig basis ol tin Interest rue to farce, at tha time of submission ot tta offer, far Greek Goraraimtibarebotoie 

mart Oration. If offer; are made In foreign currwqr. their vaX» In drachmae shal be calculated at the balk Bxing price on 

the lest day of tha deadtae for the Bubntiaaton of Muting offers In Vie present auction. 

The NghwlblOtivwW be deemed to be tha person whose offar has bean avatuatedhy rti» try ■vgMn jrvwpawymwtj.iriyrr 
to be the most adwitageous tar the craiflDrs. in oamlailen. os above, wWi the ofler male far tto HALMS SHpyaid. 

In tin event But ttWperson to whom Vie floating drydodc wfl be aQudcafed tele In his obfig&wn b appttW el the Me wto 

place apeofied In tf» Squfdaier's tevdatten, in uni at ID agn the refaf fve contract in axontianoa with tin tonus of the present 

AnnotaiMri^ hbofler. ac finally composed, thai the guaiatiiee. aa above, is torfeiied In favour of It* SqttidBtor and 

the oradtars In order to cover ell expenses of any Mnd, time qient end real or paper lassea sustained, vrtVl nooblgBSai to 
provide pioof of Mich, and consider the amount as a ponafly clause and cotea it from the pjatsnnc ba*. 

, The Bquktemr bears no teipuiUilty nuanfe partldpanB In toe auebon, botfi wfth regart to the report assessfcg Vie oflsra 
or to IDs proposal of the highest Didder, cr tor his dactsJrei to repeat or mflHy the tajction and tor any other decision ntiative to 
Vie procedure and conduct ol Vie auction. 

12. Theee ptirues tating part In tt w axaton and submitting ofleta do not acquire any right, ctalm or demand ftotn the present 

Aimouncamenl and hom their participation In the auction, agtena the aqukfalor or the credtan tor oiy cane u man. 

11 Amtittag to oara. 13 of aitide dsa of U. 1682/1990 v» sate contract and the neceasay transfer, axnting (rare It aixiteiy 

ether ratafee transaction are exempted taxes, tfase or state or third patiy rights or stamp tU6», white the rirfittMd (MB O 

ntaarittS,fawyats,8tB»tv!soraandmorflaQore(sNpS r 8fll5t8re)arerestricterilo3WA^^ire«teJ«toitasaiBOf 

the assets such as VAT, tia hea of fawyeis, notaries and mortgagore Wflslora). ec. rphs and other axpanaea mo to 


By Robert Corztoa ta London 
and Ken Warn in Buenos Aires 

BG, the transport arm of the 
former British Gas, hu 
spent $75m to gain a control- 
ling stake in MetroGas of 
Argentina, stepping np its 
drive to establish a regional 
gas infrastructure in the 
heart of Mercosur, the Latin 
American trade grouping. 

MetroGas, which supplies 
L9m consumers in Buenos 
Aires, was one of BG's first 
foreign investments. Until 
recently its financial perfor- 
mance has been disappoint- 
ing. But the possibility of 
using its pipeline network as 
a hub for a regional gas busi- 
ness has enhanced its attrac- 
tiveness. 

BG executives - who view 
the southern cone of South 
America as a core area - say 
the deal is key for their 
strategy in linking gas fields 
In western and southern 
Argentina with growing gas 
markets In southern Brazil 
It also complements a 
recent deal in which a con- 
sortium of BG, Pan Ameri- 
can Energy - a joint venture 
between Bridas of Argentina 
and Amoco of the US - and 
An cap, the Uruguayan state 
energy group, won the right 
to build a 112Qm gas pipeline 
linking Buenos Aires and 


Montevideo, the Uruguayan 
capital 

The consortium has 
already begun engineering 
studies of a posable 920km 
extension of that line from 
its River Plate crossing point 
to Porto Alegre in southern 
Bra Tfl . 

However, there are at least 
two other projects aimed at 
taking Argentine gas into 
the Brazlian market. Includ- 
ing a scheme led by YPF. 
Argentina's biggest oil group 
and Brazil's Petrobras. 

"The competition is going 
to be intense, and I think 
there is only room for one of 
the schemes," said Daniel de 
Leon of Deutsche Morgan 
Grenfell. “It’s too early to 
say who will be the winner." 

Stephen Brandon, the BG 
director who oversees the 
development of the compa- 
ny’s downstream gas busi- 
ness in South America, said 
MetroGas’s status as the big- 
gest buyer of gas in the 
southern cone should help it 
emerge as the front runner. 

BG is increasing its stake 
in MetroGas by buying 
shares in Gas Argentine) 
(Gasa) - the UK-Argentine 
holding company awarded 
its controlling interest in 
MetroGas on privatisation of 
the country's gas industry in 
1992. 


Former Biotech 
man speaks out 


By Jonathan Gitflirie 


10.1 


to borne by tin Interested buywi and the Mgfwi bfckfcras the case may be. 

Tto presort was drafted [n Greek and iraWand into Engfiaft, However, In the ever* of CCerencan eccuntau In uraUtaa too 
Greek nxt w« prank 

toCKtaBottehlto<MeffagiMBiinoiranJiM andtaanyadtiHkaiafhitonnatitoftiaaM apply tottoa(fa»qftiioBquidfatafll 

1 ErtaBthOHOW 8 Vtas. Conaandnou Stteaty AVtere. TttL (301) 7260210, 7280258. 72S0506 and F» (301) TOMBM. 


Dr Peter Lewis, the man at 
the centre of allegations that 
British Biotech misled inves- 
tors, has for the first time 
broken his silence to deny 
that he withheld disappoint- 
ing drug trial results from 
other board members. 

Shares in British Biotech, 
formerly the flagship of the 

UK biotechnology sector, 
have collapsed since the 
sacking in April of Dr 
Andrew Millar, head of clini- 
cal research. Following his 
dismissal, Dr Millar made a 
series erf disclosures which 
raised concerns that 
annou ncements on drug trial 
results had been over-opti- 
mistic. 

Earlier this month he told 
the science and technology 
select committee of the 
House of Commons that he 
believed Dr Lewis, former 
director 


of research and 
development, had concealed 
disappointing .trial results 
from Keith McCuIlagh. the 

chief execute. i> unuv the ability of UK biotech 


terday that he had never 
received the information, 
and described the actions of 
Dr Millar in unblinding the 
trials as “heinous”. He said, 
however, that he had fought 
a long battle to restrain the 
optimism of Mr McCuIlagh 
on the prospects for British 
Biotech's drugs, which he 
claimed became harder fol- 
lowing the departure in Feb- 
ruary 1997 of James Noble, 
finance director. 

Dr Lewis said he had con- 
sidered spending on ambi- 
tious drug trial progr ammes 
and a new headquarters 
building in Oxford as exces- 
sive. But he believed never- 
theless that the prospects erf 
ma ™nastat, a blockbuster 
anti-cancer treatment, reach- 
frig the market were “pretty 
good". 

Or Lewis is understood to 
have sent a statement pro- 
testing his innocence of Dr 
“friar’s charges to the select 
committee, which is investi- 
gating whether the British 


chief executive. Dr Millar 
said he had passed on the 
results, gained by “unblind- 
ing” trials of the drugs Zacu- 
tex and marimastat, to Dr 
Lewis from November 1996 
to April 1997, believing he 
would share them with Mr 
McCuIlagh. 

Dr Lewis told the FT yes- 

i 



s- 




companies to raise money 
from the City. Dr Lewis left 
British Biotech in June of 
fost year. He is now chief 
exec utive of Prolific, another 
Oxford-based biotech com- 
ply. where he said he 
®b)oyed the full confidence 
of other board members. 
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equities 


Paris pushes Eurotop to record 


CURRENCIES & MONEY 


ft SYirraenc biro rates 


EURpreAM .OVERVIEW 


Marinis Editor 

re l Urn of the Paris 
market from its twtniay bc 4 - 
»ay gave a fillip to already 
buoyant European bourses 
yesterday and carried the 
ETSE Eurotop loo index to 
an aD-tizne closing hfgt| 
Paris’s 2 per cent gain rep- 
resented an element of 
catch-up after it missed out 
on Europe's gains earlier in 
the week, and some response 
to Wall Street's surge to a 
record high on Tuesday. The 
CAC 40 joined the Dax in 
Frankfurt and several other 

6iratop300Barotdoo 

Mb .. * 


European bootses in reach- 
ing new closing peaks. 

’ Markets have reacted with 
some relief this week to the 
International Monetary 
Fund loan deal with Russia 
and to a hf ptns in the Asian 
crisis as Japan finds a new 
prime minister. Absent any 
alarms from overseas, low 

interest rates and the pros- 
pect of economic and earn- 
ings growth are able to drive 
Europe’s markets higher. 

The FTSE Eurotop 100 
index rose 22.12, or 0.7 per 
cent, to 3.025.04 while the 
broader Eurotop 300 rose 8.6 
to 1.31L04. The FTSE ESloc 
100 index, focused purely on 
stocks in euro bloc coun- 


tries. moved up 7.48 to 
1.108.4. 

The best performing sector 
of the day was information 
technology, up 2^ per cent 
as SAP. the German soft- 
rare group, rebounded Ecu 
18.8 to Ecu 582.07 after 
recent weakness. 

Bonding materials stocks 
gained 2.1 per cent with 
Freud) group Saint Gobain 
leading the way, up Ecu 9.6 
to Ecu 178.7. 

The financial sector saw 
more bid speculation with 
insurance group Axa, Ecu 
8.4 higher at Ecu 120.38, 
mooted as a partner for 
Credit Commercial de 
France. Ecu 7.5 stronger at 


Ecu 86.85. Another French 
stock to push its sector 
higher was Lagardere, the 
Hfissfles-topublisbiiig con- 
glomerate listed under eleo 
trades. 

The shares, which had 
been pushed sharply lower 
last week, gained Ecu 2B to 
Ecu 89.04 The sector rose 1.9 
per cent. 

In engineering, Vjag, the 
German group which disap- 
pointed investors on Tues- 
day with a profits forecast 
and strategy statement, shed 
a further Ecu 55.6 to Ecu 
624.86. Part of the fall 
reflected a dividend pay- 
ment The sector as a whole 
was flat on the day. 
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INTERNATIONAL CAPITAL MARKETS 


UK gilts slide on earnings figures 


ggyaW ME WT BONDS 

By Jeremy Grant in London and 
Tracy Corrigan in New York 

UK gilts tumbled yesterday 
ia reaction to worse than 
expected earnings figures 
but other core European 
bonds idled, cautiously 
watching developments in 
Japan and Russia. 

US Treasuries tracked 
movements in the doDar/yen 
exchange rate, in line with 
the trading pattern so far 
this week. 

In the UK, fears of another 
interest rate rise were once 
again stalking gilts, just as 
investors were starting to 
believe rates had peaked. 

The UK statistics office 
reported headline earnings 
growth of 5.4 per cent in the 
three months to May, up 


from a revised 5.3 per cent 
the month before. 

Gilts significantly under- 
performed German bunds, 
with the yield spread in the 
cash market between the 
benchmark gilt and bond 
contracts widening by ID 
basis points to 129 points. 

However, Joanne Collins, 
senior economist at Daiwa 
Europe, said Japan would 
still dominate sentiment. 

"[Federal Reserve chair- 
man Alan] Greenspan gives 
an address next week and 
that's important to consider. 
In the UK, all eyes will be on 
tbe Bank of England. But it's 
Japan that’s driving every- 
thing." she said. 

US TREASURIES made 
small gains in light morning 
trading, helped by news on 
business inventories and 
Imports and exports. 


US business inventories in 
May dipped 0.1 per cent, 
compared with a forecast 0-3 
per cent rise. This is the first 
time for two years that the 
data have shown a decline, 
providing some evidence of a 
weakening economy. 

Treasuries also gained 
some support from a 
strengthening of the dollar 
against the yen. 

Nervousness about the 
successor to Ryu taro Hashi- 
rnoto as Japanese prime min- 
ister helped produce a mod- 
est rebound in Treasuries. 

By midday the US long 
bond bad gained h to trade 
at 106&. yielding 5.690 per 
cent Five-year notes were 
up just £ at 99&. to yield 
5.454 per cent. 

UK GILTS were caught 
napping in early trade, hav- 
ing risen on speculation that 


the average earnings data 
would be lower than expec- 
ted. When news came that 
they were sharply higher, 
gilts and sterling instru- 
ments took fright 

The September sterling 
futures contract, which indi- 
cates where the market 
expects three-month interest 
rates to be, opened at S£25, 
implying rates would be 7.75 
per emit in September. 

However, by the end of the 
day the contract was priced 
at 92.15. implying a rate of 
7J85 per cent The key inter- 
est rate is currently at 7.5 
per cent 

The yield curve inverted 
further throughout the day, 
with the yield on two-year 
gilt futures rising U basis 
points by late trade, and the 
yield on the 10-year contract 
rising seven basis points. 


The September 10-year gilt 
future settled down 0.51 
points at 108.44. with traders 
predicting further falls were 
likely, given bow nervous 
the market is over inflation. 

Neil Parker, treasury econ- 
omist at Royal Bank of Scot- 
land. said that with low 
government bond yields in 
continental Europe, tbe 
UK gilts market was a good 
buy. 

“Markets are exceptionally 
scared that the Bank [of 
England] will tighten mone- 
tary policy again. Any wid- 
ening in the g flt /b und spread 
is a good time to get into the 
gUt,” Mr Parker said. 

GERMAN BUNDS had a 
quiet day. with the Septem- 
ber 10 -year bund future set- 
tling up 0.13 points at 108.78 
in volume of 428,000 con- 
tracts traded in Frankfurt 


DePfa in DM5bn 
Pfandbrief issue 

I HTBWAT1 0HAL BONDS 

By Edward Luce took about one-quarter of 

and Vincttit Boland the global offering. 

— “The Pfandbrief sector is 

DePfa, the German public becoming a serious asset 
sector lending hank, chalked class for non-German inves- 
up another record for tbe tors,” said one official. 
Pfandbrief market yesterday Pfandbriefe will account for 
with tbe largest single issue 15 per cent or the euro- 
to be placed In eitber the denominated market after 
international or domestic European monetary union - 
market second only to Italian gov- 

Pfandbriefe are bonds ernment bonds, 
issued by public banks or ASSOCIATED BRITISH 
guaranteed by the public PORTS, the UK's biggest 
sector that are collateralised operator of ports, made a 
against a general portfolio of rare appearance with a 
loans and mortgages. £l 20 m 10 -year issue priced to 

DePfa ’s DM5bn offering yield 83 basis points over the 
follows a DM4bn issue by the 9 per cent 2008 gilt, 
bank earlier this year that The issue continues tbe 
has since been increased to trend of a pick-up in sterling 
DM6bn. bond issuance seen recently. 

Goldman Sachs and Com- which bas generally been 
merzbank, the lead manag- well received by investors, 
ers, reported unusually A banker at Barclays Capi- 
strong demand from non- tal, lead manager, said the 
German investors, account- pricing reflected tbe fact 


WORLD BOND PRICES 


New international bond issues 


Ukraine 
revives 
plans for 
eurobond 

By Jeremy &ant 
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that AB Ports was unrated, 
but tbe issue attracted good 
demand from UK institu- 
tions with some interest also 
seen from abroad. 

CAPITAL 1 MASTER 
TRUST, a US credit card 
issuer and regular partici- 


pant in the market, launched 
its debut asset-backed ster- 
ling issue, a two-tranche 
bond for a total of £5O0m. 

A £250 m. one-year tranche 
was priced at 40 basis points 
over the August 1999 gilt, 
while a £250m two-year 


tranche was priced at 60 
basis points over the Novem- 
ber 2001 gflL 

Barclays Capital, lead 
manager, said the issues 
benefited bom the sell-off in 
gilts sparked by higher than 
expected earnings data. 


Ukraine is reviving plans to 
issue a sovereign eurobond 
only a mouth after delaying 
it because of turmoil in 
emerging markets 

Bankers said the decision 
reflected improvement in 
emer ging market f»ntiwwnt 
after the deal between Rus- 
sia and the International 
Monetary Fund. 

Viktor Yushchenko, cen- 
tral bank governor, told Reu- 
ters news agency that talks 
would start next week with 
“western partners" on the 
proposed issue. He also 
pledged Ukraine would meet 
all redemption deadlines on 
domestic and international 
bonds. 

Ukraine bas pressing fin- 
ancing needs because of tbe 
high cost of fi nancing bor- 
rowings on its domestic trea- 
sury bill market, and has 
said it plans to borrow up to 
$2bn abroad this year. 

However, tankers said any 
new issue was likely to be 

much gmnHwr than ihft $lbn- 

$l- 2 bn Issue officials dis- 
cussed purlinr thin year. 

Ukraine h«« not named 
the banks to handle any 
issue, but Warburg Dillon 
Read and Commerzbank, 
among others, are under- 
stood to be working on a 
DMaoOm, five-year bond with 
put option exercisable 
after two years. 

Bankers said improved 
sentiment offered Ukraine 
an opportunity to tap 
the markets, but investors 
would be sceptical without 
evidence of progress in talks 
with the IMF on fresh fund- 
ing. 

The JJP. Morgan emerging 
market bond index closed 
yesterday at 589 basis points 
over the benchmark US 
Treasury, down from 675 
basis points on Monday. 


NEWS DIGEST 


FUTURES 


CME directors vote on 
CB0T back-office merger 

Doctors of the Chicago Mercantile Exchange, onaoftlwtwo 
big US futures markets, were due to vote yesterday on the 
plan to merge the institution's back office functions with those 
of the Chicago Board of Trade, its cross-town nval. A vote 
had previously been scheduled for early-Augusl 
Directors at CBOT have already given tbek backing to the 
scheme and the CME board was also expected to be sup- 
portive The common clearing scheme is expected to save 
mffions of dollars a year in administrative expenses, and 

comes at a time when the exchanges am under pressure Rom 

thar members to cut costs. The respective memberships are 
to vote on the plan later this summer, 
hfikkj Taft. Chicago 

CREDIT RATINGS 


Dresdner Bank downgraded 

Fitch 1BGA, the merged credit rating agency, yesterday down- 
graded Dresdner Bank one notch to AA, citing a “changing 
[and increasingly competitive] international environment* tor 
banking. Fitch said Drasdner's scope tor expansion in the 
domestic retail market was limited by the fact that co-opera- 
tive and savings banks in Gemiany took more than 50 per 

cent of the market for deposits. Dresdner had also been «fe- 
piace d from the number two slot in the commercial banking 
sector last year’s merger of Vereinsbank and Hypo-Bank. 

The agency also cast doikat on whether Dresdner would 
make it to the top of the investment banking league in 
Europe, to spite of its ambitions. In addition, Dresdner*s move 
Into investment banking, with the purchase of Weinwort Ben- 
son, the UK Investment bank, aid asset management with 
the purchase of RCM Capital Management in the US, had 
exposed it to greater voiatifty In its earnings, Fitch said. At 
AA, however, the bank was stfli among the highest rated in its 
industry, said the agency. Edward Luce 


DEBT PAYMENTS _ 

Indonesian group 'in default 5 

Pofysindo Eka Perkasa. the Indonesian textile company, has 
gone into default on $5B5m of medium-term debt after failing 
to meet a 522.8m Interest payment according to Standard & 
Poor's. The agency towered its rating to D, meaning default 
for $l25m of Potysindo-guaranteed seared notes due 2001 
and a former $460m of bonds due 2006 and 2007 issued by 
Folysindo International Finance Co and guaranteed by the 
parent company. Company officials admitted to bondholders 
to the US on Monday that they could not meet the payment 
Polysindo is owned by the local Texmaco Group. It has 
been hit by the ooBapse of the rupiah against the US 
currency. Dianrad O'SuGvan, Jakar t a 
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Money traders see higher UK rates 


WORLD INTEREST RATES 


MARKETSREPORT “ 

By Simon Ktiper 

and Daniel Dombey 

Tlffi money market decided 
***** that UK totmS 
SSf were probably heading 
“ft* h* the currency 
market was more hesitant. 

Money market traders 
responded to news that aver- 
age earnings jumped 5.4 oer 
5 *?* to three months 
between March to May, and 
that 8 out of 9 members of 
the Bank of England's mone- 
tary policy committee had 
voted for last month’s rate 
rise. 

Short sterling future con- 
tracts slumped across the 
board to reflect the hi ghe r 
outlook for rates. The Sep- 
tember 1998 contract 
dropped 10 basis points, to 
price in another 25 -basis- 
point increase in hao» rales 
from their present level of 
7.50 per cent. The contracts 
had risen on Tuesday, when 
a fall in reported inflation 


POUND SPOT FORWARD AGAINST THE POUND 


had reduced belief that rates 
would increase. 

The pound was mostly qul- 
^ent yesterday, rallying 
only briefly cm the wwnrnga 
data and Bank minutes- It 

ended the day 0,4 cents 
lower against the dollar at 
$ 1-634 but almost imt*h«mE Efl 
against the D-Mark at 
DM 2415 . 

Paul Meggy esi at Deutsche 
Bank in New York for- 
eign exchange traders hwH 
stopped regarding inflation- 
ary pressures as unambigu- 
ous signals to boy the 
pound. If inflation turned 
out to be intractable, said Mr 
Meggyesi, that would be bad 
for the UK economy and 

thus for sterlin g 

Bay Attain, currency strat- 
egist at 4 GAST in London, 
said: “No one in their right 

■ POUND IN NEW YORK 
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mind can confidently predict 
whether rates are going up 
or down the next tune." 

■ Despite the emergence of 
a clear favourite for the 
vacant job of Japanese prime 
minister, the yen reversed 
most of the previous day’s 
gains. It closed at Y140.4 
against the dollar, compared 
with YISS .5 the day before. 

However, the currency 
remains safely wi thin the 
trading range of Y 138 -Y 144 
in which it has spot almost 
all of the last month. 

Keizo Obuchi, the Japa- 
nese foreign minister, 
declared that be would be a 
candidate for the premier- 
ship. since Mr Obuchi Is the 
leader of the largest single 
faction of the ruling Liberal 
Democratic party, his candi- 
dacy Is seen as hard to stop. 

But withii^™ was damp- 
ened by the general percep- 
tion that the 60 year-old Mr 
Obuchi is something of an 
old style politician and is not 
closely identified with the 


Yen '■ 



financial reform that the 
markets desperately want 
“Probably a lot of Japa- 
nese officials think that a 
weaker yen would help fight 
deflation and aid exports and 
that is part of the problem," 
said Sos Lifton at HSBC 
"However, there is a feel- 
ing that thing s may have 
changed in Japan, even 
though ’may’ Is written in 
capital letters.'' 


The Japanese parliament’s 
lowo: bouse is expected to 
vote on the succession on 
July 30 . Uncertainty about 
which course doDar/yen will 
take in the interim has led 
some institutions to shift 
into dollar /mark. 

■ Expectations that the 
D-Mark would continue to 
rfimh against the dollar in 
the wake of this week's 
agreement between the IMF 
and Russia received a jolt 
yesterday when the German 
currency slid CM pfennigs to 
DM 1804 . 

Russia's relations with 
German banks hurt the 
D-Mark before the IMF 
stepped in to help Russia 

BOTHER CURRBH 3 ES 

Jd 15 £ $ 

Cadi 1 * 52*731 - 525603 321290 - 32.1670 
I tan 35 & 2 SD - 3 S& 5 B 8 21819 - 21829 
to* ian> on . cw qfl n ynnon . + nrv>nn 

KM* C 5 OT 1 • 65015 0-3068 - 03069 
Pan 4 J 477 - 4 . 7 S 49 29070 - 2 S 1 » 
MM IMS’ - 56487 14550 -34570 
Mi 701258 . Wise 62800 - 62050 
UA£ 599 B 3 • 631016 16727 - 05731 


through its liquidity prob- 
lems. 

But Hans-Juergen Koeb- 
nick . a member of the Bund- 
esbank council, threw cold 
water over some of the more 
optimistic hopes for a Rus- 
sian recovery when he said 
that Russia might find it 
bard to meet the terms of 
the IMF package. He added 
that he saw no need for a 
German rate rise at the 
council’s next meeting. 

“There’s still a willingness 
to believe there is had sews 
coming out of Russia, and 

that is providing some sup- 
port for the dollar," said Mr 
MeggyesL “The economics of 
dollar/mark are pretty neu- 
tral. and expectations for 
interest rate policy are sta- 
ble." 

However, Robin AspinaU 
at National Australia bank 
in London argued that for 
technical reasons the dollar 
could soon break out of its 
current range and head 
towards DM 2 . 00 . 
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© GUANGDONG 

DEVELOPMENT FUND 
LIMITED 

NetAasei9Uu 

Guangdong Development Fend Limited announce* that as at 
30tfa June, 1998, tbe tm a u di ted net wset value per share of Ac Company 
wasUSSQ.97!. 

CUANCDONG DEVELOFMENTFUND LIMITED 
(a com p any to cotpotamd with hmited liability b die Baibwick of Jeney) 

15* July. 1998 
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SI 16 , 000,000 
Floating Rate Notes 1998 

Notice b hereby given that 
far the interest period 14 My 
JSSSto 14 October 19S8 the 
notes aitt cany an interest rate 
of S% per anmuiL Interest 
payable onI4 October 1998 
will amoanl to S2Q.16 per 
S3, 000 note 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 
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VS. $ 500 , 000,000 

Hosting Rate Notes. Scries I N, 
Due 1 999 

pqnBte toprinopd oaf tenot 8y 
PROVINCE DE QUEBEC 
NOTICE 6 HEXBIY GIVEN dm br 
*e tames Period 1 5* M-«W6 to 
15* October. I9W the boats me 

wO be MS 750 V per totem. 

The Intacst payable on IS* 
October, 1W agans Owpoa No 

16 w9 be U5.SI4.53 per UX8M» 

Note. US * 1+530 pa U 6 510 X 00 
Note and VS. $ 1,453 00 per U 5 
$ 100 X 00 NBC 
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Financial Information Service on Japanese Corporate Issuers 

MIKUNI’S 
CREDIT RATINGS 

on about 4JX30 bond issues and about 1^00 short-tom notes 
Coet:USS5fl00 per year 



Commonwealth Bank Australia 

Commonwealth Bank of AuatraSa 

A.CJM. 123123124 
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U.S. $5,500,000 
Undated Floating Rate Notes 
exchangeable into Dated Floating Rate Notes 
and 

U.S. $19,000,000 

Floating Rate Dated Notes due July 1 999 
exchangeable into Undated Boating Rate Notes 
and 

U.S. $48,250,000 

Floating Rate Dated Notes due July 2000 
exchangeable into Undated Boating Rate Notes 
and 

U.S. $1,500,000 

Boating Rate Dated Notes due July 2003 
exchangeable into Undated Floating Rate Notes 


MweetRete 
Undated Nates 

Dated Notes 

Intere s t Period 

Interest Amount due 
19th Januaiy 1989 

Undated Notes 

per US. S 10,000 Note 

per U.S. $250,000 Note 

Dated Notes 

per U.S. S 10,000 Note 

perUS. $250,000 Note 


5.90% per annum 

(LIBOR 5.75% + .15%) 

5.75% pw annum 

{UBOR 5.75%) 

1 Gth Jtiy 1998 to but nckxfing 
19th January 1999 


U.S.$ 306.47 
U.S.$7,661J1 

US.$ 298.68 
U5.S7.467.01 


Credit Suisse First Boston (Europe) lid. 
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Panama goes 
slow on 
mining plan 




Panama rabies 


..rV 


By James Wison in Panama 

Panama’s economy is no 
stranger to mining . Gold was 
found by Columbus, and so 
much precious metal was 
exported daring Spanish 
colonial days that, according 
to one 17th century observer. 
It took 30 days to load the 
ships. 

So it is no surprise that 
Panama has big ambitions 
for Its reserves of copper and 
gold. A “master plan”, pro- 
duced in 1995, details the 
juicy numbers the industry 
could achieve within 10 
years: up to 4.000 jobs, 
annual exports worth more 
than $350m. 20,000 people 
benefiting through the 
growth of Infrastructure and 
social programmes. 

However, the plan is only 
now heading for implemen- 
tation. Exports of gold and 
silver were $l&3m last year 
and only one mine. Santa 
Rosa, is in production, 
employing 380. Proposals for 
new mines often face strong 
local opposition. 

“The government has 
placed lots of emphasis on 
developing mining - just as 
it has for tourism,” says 


Alfredo Burgos, head of the 
Chamber of Mining. “But it 
does both very slowly. I 
would say that we have 
fallen a little bit behind. 
However, the master plan 
for new reform will offer 
incentives as good as anyone 
else in the world.” 

The plan recognises the 
need to provide better help 
and incentives for foreign 
investors. Mining laws 
would be reformed and the 
availability of geological 
data improved. Once the 
government gives the 
go-ahead, the plan is expec- 
ted to win $l3m of funding 
from the Inter-American 
Development Bank. 

Several other big projects 
are also in the pipeline, but 
the slump in world metal 
prices has caused a re-think 
and some that were edging 
towards production have 
been put an hold 
One example is Petaquilla. 
where studies show copper 
reserves or l.lbn tonnes and 
significant quantities of gold 
and molybdenum. 

Teck Corporation, the 
Canadian company hoping 
to develop Petaquilla in a 
joint venture with Adrian 
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Resources and Inmet, said 
last month it was deferring 
for a year a decision on 
whether to put the project 
Into production. Copper 
prices are about 20 per cent 
below the price Teck is using 
in its calculations. 

Similarly. PanaCobre. a 
subsidiary of Tiomin 
Resources of Canada, is put- 
ting off construction at the 
large Cerro Colorado copper 
deposit, and has negotiated a 
five-year extension to its 
concession. Only if the cop- 
per price rises to $1.15 a 
pound and stays there for 
three months, will Pana- 
Cobre be obliged to pnt the 
mine into production. 

Copper, quoted on the Lon- 
don Metal Exchange, cur- 
rently stands at about $1,650 
a tonne or 75 cents a pound. 

Javier Romero, PanaCobre 
logistics director, says: “We 
are looking at another one or 
two years, to be realistic." 
Cerro Colorado is thought 
capable of producing 2ibn 
pounds of copper. 


Although the master plan 
identified exploration as an 
area for further develop- 
ment, the government has 
been criticised for its tardi- 
ness in processing requests 
for concessions. 

While more than 50 per- 
mits have been awarded to 
explore or extract metals, 
nearly 200 more requests are 
on file. The slow progress 
costs the government lost 
income - it charges compa- 
nies per hectare for every 
concession granted - and is 
at odds with statements that 
mining is a priority sector. 

One mining executive 
says: "Our company has had 
a lot of support from the 
government, bat there are 
complaints in the sector that 
it is not always like that" 

Part of the reason for the 
delays, suggests Mr Burgos, 
may be tbe authorities’ 
reluctance to spark more 
anti- mining protests. 

Didier Pltano, head of the 
government's mineral 
resources directorate, says 


90 per cent of outstanding 
requests are far land in sen- 
sitive areas, such as comar- 
cas, run by Panama's indige- 
nous Indian groups. The 
government is keeping such 
requests an the back-burner. 

Companies already In Pan- 
ama are treading carefully, 
recognising tbe hostility of 
many communities In a 
country with no tradition of 
big mining developments. 
But some believe the current 
price-inflicted hiatus may 
prove a blessing in disguise 
for relations with local com- 
munities. 

Mr Romero, whose Pana- 
Cobre concession is in a 
comarca, says it allows time 
to put forward tbe advan- 
tages of mining, and shows 
that the company’s social 
spending - on clinics, 
schools, roads and the like - 
should not be taken for 
granted. / ■ 

“The local population h^s , 
realised that if the mining 
sector goes, they will be ! 
without” he says. I 


US inventory data lift crude oil priced 


By Gary Mead 

Oil traders took what 
comfort they could from US 
data that showed crude oil 
inventories foil last week by 
<L3m barrels to 335m barrels, 
according to the American 
Petroleum Institute, while 
the US Department of 
Energy pnt the stock draw- 
down at 6.7m barrels. The 
API figures show US crude 
oil stocks at their lowest 
since the first week of April. 


August-dated Brent blend 
on the International Petro- 
leum Exchange was $13.18 a 
barrel in late trading, up 16 
cents from Tuesday's dose 
but still 18 cents lower than 
the opening price. Traders 
said there was Strang resis- 
tance at $13.40 a barrel. 

On tbe New York Mercan- 
tile Exchange. August-dated 
crude was up 39 cents to 
SHS2 a barrel by midday. 

News that Saudi Arabia 
had cut its export allocations 
to Europe and Asia for 
August added to the feeling 


that the oil market might 
have turned the corner. The 
cuts, of 8-9 per cent, are to 
comply with the June agree- 
ment among members of the 
Organisation of Petroleum 
Exporting Countries to 
reduce production in the 
face of consistently weak 
prices. 

On the London Interna- 
tional Financial Futures 
Exchange, coffee and cocoa 
were unable to move out of 
their tight trading ranges. 
Only 2.422 lots of coffee were 
traded and the September 


contract finished at $1,541, 
down $2 from the previous 
dose. September cocoa was 
also weak, closing down £4 
at £1,065 a tonne. 

Sugar futures on Llffe 
were quiet, with the August 
contract $SL50 a tann# higher 
at S25&50 in later trading. 
Traders felt the impact of an 
imminen t confirmation of a 
75 per cent import tax on 
raw sugar and 45 per cent on 
white sugar by Russia, to 
last until January l 1999. 
had been discounted in the 
market 


On the London Metal 
Exchange most metals 
traded moderately higher. 

Three-month copper saw 
some buying by investment 
foods and covering of short 
positions, and finished $16 
higher at $1,670 a tonne. 

Nickel was unable to sus- 
tain the previous day’s 
strong performance and shed 
$35 to dose at $4^35 a tonne. 

Zinc also seemed to run 
out of steam; the last trade 
was at $1,068 a tonne, 
$4 higher than Tuesday's 
dose. 


India to 
expand 
saffron 
farming 

By Oral Bose in Kochi 


The rapid fall in Spain's 
production of saffron, the 
costliest of all spices, has 
presented India with an 
opportunity to grow the 
plant outside Jammu and 
Kashmir, the country's tradi- 
tional production centre- 

Iran, the world’s largest 
producer of the stunning yel- 
low dye and food flavouring, 
has lifted production by 20 
tonnes to nearly 200 t o n n e s 
in the past decade. 

The Indian Spices Board 
and the National Horticul- 
ture Board say Sangia Valley 
in Hnnavhal Pra de s h off as 
ideal agro-climatic condi- 
tions to grow saffron plants. 

"The alluvial land at 
Rfmg fa Valley has loam 
soil with calcium content. 
The place remains snow- 
covered for four months a 
year starting in November. 
This Is what Is needed to 
grow healthy saffron,” said 
CJ£. George, executive direc- 
tor of the ESB- 

“The project report for 
gawgia Valley is about to be 
finalised and planting Will 
start next year,” said Dr 
George. “To start with, we 
will bring 1,000 hectares 
under -‘ mff i w i cultivation at 
Ranglfl Valley. Besides IS P 
and NHB, the HP govern- 
ment is participating in *Vn» 
project" 

The farmers in the area 
are keen to grow saffron as 
the spice fetches a high price 
of nearly $400 a kg. 

According to Dr George: 
“We got a lucky break in 
that Luis Valerino Gonzales, 
the Barcelona-based world's 

largest trader in saffron, is 
giving us technology free of 
cost Genetically, oar saffron 
plants are as good as Span- 
ish ones. 

“However, tbe quality of 
s af fron depends largely upon 
the process of drying the 
stigmas and styles of tbe saf- 
fron flower. You need 150,000 
flowers to make 1kg of saf- 
fron.” 


news digest 


ALUMINIUM SMELTING 

Billiton plant to benefit 
from Mozambique project 


BiHton’h BaysWs smelter at ntcharas o«y m owm s id 
benefit sifostenttaHy from the $l3bn Morel smelter project to 
Mozambique, which was fljwn Hs formal taunc h yaate rd y . 
Mozal has ordered 12,000 tame3 of akiminfcxn castings from 
Baystde to be deflvered during the next 12 months, equhnfant 
to about 7 per cent of the South African smefter'® annua! 

180.000 tonnes output t THs is a useful attri tion i to Bayside’x 
business at a time when global akxrm&im demand k wasted- 
tng because of the Aslan economic crisis. 

Construction of the Mazal smelter wifl also require abod : 

10.000 tonnes of abmfretim for power cables and dadeMng 
over the next year. The aluminium for tfw wffl also be «g>- 
plied by Bswside or Batten’s new Hffisfete smeltsr nearby. 

Bflfiton has 47 per cent of Mozal and Mitsubi shi of Japan 
25 per cent Rascoai Mocumbi, Mcaantajus’s prime minister, 
yesterday laid the foundation stone erf the smelter, which rep-“ 
resents the biggest angle project investment In Wa country. 
The smelter is scheduled to be in production by 2001, with w 
annual capacity of 250,000 tonnes. 

Paul Snyman, Mozal finance director, said that although the 
feasibility study for the project had assumed an average afci- 
rrtnhfln price of SI, 700 a tonne, the smetor would be able to 
break a/an and cover Its debt repayments even at today's 
depressed prices. 

The hams of its contract with Escom. South Africa's eleo 
trierty supplier, and Mozambique's electricity utfflty gave 
the smelter low fixed power costs to 2007. 

Kenneth Gooding, Maputo 


REGULATION 


LME tightens membership rules 

The London Metal Exchange has altered some of its rules as 
part of its continuing drive towards updating its regutetory 
and compliance procedures. "These are Imp ort an t tktying-up 
measures,” sakf Alan Whiting, the LME director in charge of 
regulation and compliance. The changes are largely adminis- 
trative, but some refer to the degree of discipline the LME is 
able to exercise over wayward members. 

In future, the exchange wffi have the power to ensure mem- 
ber firms only employ “fit and proper patrons*, a move 
designed to ensure the LME wU futflJ its regulatory responsi- 
bilities under the Financial Services Act Previously, the LME 
had powers to Impose sanctions on member fkms found to 
have infringed its rules and regulations, but not individuals 
employed by those firms. 

A second change wiB lengthen to six years the period In 
which the e xc hange may bring cfisciplkiary proceedings 
against former members; currently the Rmft is 12 months. This 
brings the LME into One with the SmUaSon lor tart d^ms that 
may be brought against a former member by third parties. 

The third change enables appeals against a disciplinary 
action to be heard by an appeal co mmi ttee convened spedfi- 
cafly for this purpose, rather than, as now, the whole board of 
the LME. In practice most such appeals are already heard by 
such an appeal committee. 

The moves signify a further segregation of the exchoige’s 
regulatory powers into the office of Mr Whiting and away from 
that of David King, chief executive of the LME. Gary Mead 
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COMMODITIES PRICES 


BASE METALS 

LONDON METAL EXCHANGE 

(‘Mew tan Amafeanutad Mats mans) 
■ KJNM0N, SBL7 WOTY (5 per tana) 


Precious Metals continued .. GRAINS AND OIL .SEEDS 


■ G0U) COCX (i 08 -Tray ok SAn* ca.i 


■ MEAT UTE {100 tantc E p«rtnH« 


SOFTS 

■ COCOA UFE 00 bans 
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1115 
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+0.6 
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Mv 

78.00 

+030 

7850 
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am ora 

tat) Mom 

Open n. 

Tab m bnotei 
■ LEADISpwbntf 

1246-48 

1260-70 

12*0-50 

1X05 

1168-90 

1100-85 

iinnim 

1180-85 

1185-85 

dan 

541-2 

537-38 

Probe 

536-7 

528X4 

rtghta 


541/530 

am ora 

544-44X 

538X^9.0 

Kerti doss 


539-40 

Open tat 

wa 


Tab tan bmar 

0206 


M menu. (S pef tooft) 



Ocas 

4TIS-2S 

4280-90 

Provens 

4130-40 

4190-200 

HtgMow 


43W4260 

am ora 

42B0-65 

432X30 

tat ctase 


4330-35 

Open «. 

ate 


Tab My bnntr 

22X88 


M TM (S pai knw 



□dm 

5605-15 

5480-® 

PterkxD 

5750-10 

5620-25 

IfeVtow 


55W54M 

am ora 

5675-® 

5520-® 


■ PLKTHUM NYHEX (50 Troy CE4 Sffity «l 


JM 

M 3923 

+3-4 394.0 3920 

27 

497 

sot 

Oct 3803 

+7.4 391 X 3810 

683 

0492 

Ok 

Jot 3803 

+09 3870 367.0 

7 

473 

Mot 

Apr 3903 

+08 - - 

4 

13 

Mot 

TMal 


712 104® 

JOi 

■ MLLADBfll HYMEX (100 Tray to; SATOJ A) 


Total 


Sep 295JJ5 +7.80 29650 288.10 92 3,199 

DCC 287.05 +7-80 28100 281.00 1 981 

ear 2B2JS +7J30 278.00 Z7&90 - 30 

Total 93 *pn 

■ SMaC0«6jmTweL;&rt5ftayou 

M 5307 +1-B 531.0 528.0 43 2Z7 

Sap 534J +1.8 53&.0 5200 7223 41 .690 

Doc 538.9 +1.8 3385 534X1 1227 22.120 

Jan 540.7 +1.9 25 


M 280-50 -1.75 28300 261.00 174 438 

Sep 28950 -150 272.00 26850 5.403 45,851 

One 28500 -1 50 287.00 283.50 Sjnfi 48349 

Mar 298.75 -1.50 30000 29725 640 16.429 

May 30600 -ZOO 30800 30600 62 2.144 

Joi 31 too -1.50 317.50 315.75 122 3348 

Total 11,417 117,69 

■ MAIZE C8T ftOQO bait mbB56>I»3JiM 

Jri 22975 -2.75 23250 229X0 3,355 4 088 

Sap 229 75 -300 23425 220-25 18.132 90,756 

Ore 23150 -325 23750 Z3Z50 3B2B7K&397 
MM 24325 -225 24625 24220 4263 23383 

May 249.75 -2X0 251.00 248.75 1X61 5X60 

M 254.00 -1.75 25425 253X0 1X00 10X38 

Total 67X54 29244 

H BAMET UFfE flOO bM, £ pv Una) 


■ COCOA CSCE (10 bits; SOnanaS 

M 1517 -26 1528 1524 6 IB 

Sep 1557 -26 1588 1555 4 Xh 26375 

Dae 1598 -25 1629 1566 1X99 20X23 

Mv 1839 -34 1864 1638 958 11.761 

May 1664 -22 1 872 1668 1 4X81 

JM 1685 -23 1685 1685 - 1.688 

1M 7229 72288 

M COCOA [ECO) jSDffsrtcnne) 

JM 14 Met Pin*, day 

0MJ 1274.42 1289X6 

M COFFEE LBTE (5 00X8; Stonati 


MEAT AND LIVESTOCK . 

M U9E CATTLE ME (40,00MB; gnblH^ 

Safi Daj*a Open 

Moa ettoga ffigh Low Uof kst 

Ap| 62200-0275 62.700 62X75 8X45 37.471 
Oct 62X75-0X25 63X50 62X00 5X00 29X81 
Dae 63X50-0X75 64X75 63.790 2X14 11X37 
Fab 65X50-0.700 66375 85X25 BBS 4X19 
Apr 87X00-0.700 67230 66X00 523 2230 

Jvv 85X25-0X25 66X25 65XD0 110 676 

TWM 17,384 HX11 

■ IEAM HP6S Qg HOXOtoK cenbBa} 

JM 50X00 - 50X00 50200 1X14 2.483 

A* 50X25 -0X75 S1XS0 50X50 4X59 15254 

Oct 45.475 -0.675 46X25 4SJOO 2X81 8X6B 

Dae 48.825-0X75 47X50 46X50 804 5X»4 

FM 48X25 -0X75 49X00 49L300 56 1,123 

Apr 49250+0250 49*00 48.100 31 504 

Tttal M82 38.718 

■ P0BK BBIE5 CME (40X006S; GOHMbM 
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SOT 
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- 

- 

- 

24 

Mot 5433 
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-0X0 

_ 

- 

9 

1X33 

TMM 
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Jot 
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- 

- 

- 
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- 

- 

49 
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■W 
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- 

" 

16 
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Kart dose 
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TOM paty taaonr 
■ ZBC,«pBdMM 

Ore 
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ttguiba 
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Open Kt 


nffi 
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i jade C per tome) 
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165X60 
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AM ora 
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tat Moot 
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Tab tety tnnr 

62491 



M LME AM ODUM OS atK 1X397 

UC Clwbffi BS rate 1X325 

Spot 1X338 3 l*te 1 6256 6 Mb 1X169 9 Mb 1.6090 


■ MaH8BAg£BOPmHCOtPO 

SaB Dqt Open 

price ebanpa ffifO Lnr WM tot 

JM 76X0 +1.65 76X0 74.45 614 2.114 

lag 7825 +1X0 75X0 75-10 M» 2,484 

Sep 76X5 +1.60 77.00 74.95 26X71 

Ott 76.66 +1X5 78.10 78.10 17 1$7G 

Ho* 76.75 +1X0 - - 39 1X46 

Dee 7705 +1X0 77X0 75X0 1X37 14231 

Total 1 1J2B MJB? 

PRECIOUS METALS 

M UMD0H BOUJOH MARKET 

jWgMggWjJUfWjigj^ 
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1 nonffi 

2 maaBs 
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■ CWBff 06. WYHEX 11X00 tends. Store!) 

Latest Days (tan 

pita c&aogn Bgh Low Vpr lot 
Aag 14.71 +0.16 15X0 14X6 77X06 702® 

Sap 14.94 +0.17 1520 14X0 57X31 101k 

Oet 15.15 +0.15 15.40 1513 15.150 46.133 

Mar 1549 +014 1350 IX 3S 7,147 38265 

One 15X5 +0.17 1575 15X0 9X81 47X87 

Jot 1584 +0.13 1598 15X4 4X65 28X94 

TMal T79XBB4SX77 

M CltBIH0B.fE(&ban^ 

tan DajrV Opan 

price etaagga Sp ln> Vol U 

Aag 12X9 -0X3 1346 12X7 20X39 36264 

Sap 1345 +0.08 1160 1134 34X04 82X43 

Oet 13X7 +0X9 1387 13X7 4434 29478 

Mm 14.00 +012 1414 14.00 3457 14.160 

Dae 1440 +013 14.42 1427 4.032 35,894 

Jot 14.50 +013 14X2 14 46 1. 31 B 23.61 S 

Total n/a aft 

M WAT1I6 OIL XtHPf (4ZJ00 1C oOS g»fc) 

btea Oar** Open 
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JU 45X0 +0X2 4540 4505 ZXD7 22X82 
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Set! Bays Opan 

grin cfcaogs Btfi Lm W tat 
Aag 12025 +1X0 122.06 119L50 6X06 37271 

Sot 12150 +1.75 12425 12100 5205 18X30 

Oet 127X0 +1.75 128.25 12550 1,125 18123 

NOV 130.75 *1.75 131X0 129.75 557 11.720 
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J an 13825 +2X0 13625 13500 597 10,782 

16X80163223 
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WTMEX 142X00 OS flab; MUSfftaL) 

Latest Ibft Open 

price Mange High Low W U 
g 47.00 -1X0 4825 4640 18770 36X60 

p 4745 -043 4835 4740 8,456 28.455 

t 4850 -0.43 4740 40X0 3,456 9.641 

* 4640 - 4695 4640 872 4488 
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He* 578Q0 -3X0 504X0 571X0 41X88 64X34 
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Total 83X41128348 
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Ang 24.62 -845 2620 24X6 10025 34X93 
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Jw 3617 -853 25X0 2617 743 3X82 

TOW 30451 118X® 
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Jul 1729 *02 173.B 171.1 3X71 4X69 

Aug 1616 -0.3 1626 1590 11.786 24.490 

Sep 154.7 -82 1560 1522 5X24 17X79 

Oct 150X +08 15 IX 1482 0896 15X87 

Dec 1521 +07 1S2X 149.7 10789 45.128 
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Total 37X43 122X18 
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Sot 1541 -2 1662 1537 1X86 22X56 
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MaWIESUBAHLm (50 tarns; Stowe) 

Aag 2660 +1X 257 A 253X 1X64 2X80 

Oct 2487 -1.4 2585 248X 1X33 20479 
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Mar 2545 -IX 257.6 2560 400 6X93 
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Oct 833 -0X3 9X0 8X0 36 5X7B 
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M lAjliM NICE 50, 00Ct>g canteTtej 

Oct 7858 -0.09 76X0 7650 1X38 7X52 

Dot 72X0 +0.15 7110 72.1513X63 43X75 

Hot 72X0 +0X0 7270 7Z2T 2,500 13X58 

Mar 77X6 +810 73X0 72X6 606 7k 

TMM 18X83 81X38 

■ 0HAH6E JOKE MICE (lSJMta; ccOTfltet 

Sep 104X0 -0X5 10630 103X0 2X98 16X44 

Mw 10000 -035 106X5 107X0 273 4X82 

Jot 110X5 -0X0 111X0 110X0 144 2X56 

Mot 113.70 -825 11196 113X5 11 1X12 
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27ir 20206 
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Nuts and seeds Prices from K®*ko 
' London S per m/L Iraaibn pfabdMss 23/ 
30 raw pn shMQ naturally opened frouidk 
crop 1997 at S035O FCA or CFR frem Iran. 
Turiwli hszetnit* 13715 and 11/13. tar 
new crop InJc a flon S4JS0 CFR IntBan 
caaheOT* crap 1038 OFF? turn top Ship- 
pers. W320 $5,750, W240 SBSOO. US 
almonds new crop estimate at 540m 
pomfc standard 5 par cent crop 1997 
$4X00 FAS. crop 1998 $4,200. Turidsh 
aprtccts FOS crop 07 s<zb 4 S&250, crop 
98 stza 4 $2X50. TWMati auKtewa type 9. 
epeefcd dean FOB. crop 97 SI. 100. prop 
98 Sl.075. Chinese long snow white ■ 
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■ Betag Base; iawi - ioq 

JM IS JM U ante age 
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M 14 JM 13 Honft ago 
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■ ssa ^at (Sag 1970 a log 

JM M Xd 13 on* age 
152X7 15071 14046 
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Lend (US pnjdJ 4000c 
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Tta (Hew York} 271 X 

cab (iw mtgtn) 8804p >1 j4S* 

saafe On tagtt) i07Jtfe -433* 

nsi 9*6 wagtafr 57X9 -3X9* 

lOTL dar wgr tm) S213.10 -2X0 

Lda. to sugar firtej $25000 +1X0 

Barter ©* teed) Ltaq 

MMte (US N03 TE*ar) El 0800 

«*« jus m tMto m 

hriHw lAuflflP 4825p 

***&tff 40259 

Buttw W-RSStel) 29850a +850 

toeoat W (PhiK B75X)r +180. 

Rfe (H ffeby.il 822X0 . +2X0 

“bfWlI S405J)y 

Soyadsans (US) 16BXy 
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WJMfeCS (B+8 Smw) SOSp 
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ACROSS 

l Backing the county, since 
Bill was a master of 2 (8) 

5 Try to bring in Latin dance, 
almost worldwide (6) 

9, 10 Popular guide, with aim 
to present the case for 
grammar (8,6) 

12 One may get stuck with 
such things in poor taste 

(5) 

13 Crude transport system 
overseas (3$ 

14 Years afterwards, could 
possibly become powerful 

( 6 ) 

16 Mostly untainted by suc- 
cess in one hemisphere (7) 

19 Number five in Germany, 
tune provided entertain- 
meat (7) 

21 Worker interrupts fellow 
revolutionary (0 

2$ Late with a plan to 
relaunch slim cigar (9) 

25 He Imports soft kind of 
wood (5) 

26, 27 In dictionaries, they 
usually incorporate etymo- 
logical mateial (6£) 

28 Old infantry officer setting 
a standard? (6) 

29 1 m briefly offered two 
ways forward (8) 

DOWN 

1 Start to compose clue, cov- 
ering unknown material (61 

2 Enticing editor to appear in 
drawing (9) 

3 Easily disturbed by first 
item in news - very dis- 
turbed (5) 

4, 20 One of the few danon- 
strating success with such 
turnover? (7 A) 


8 May I turn up the volume 
for you? (9) 

7 The fish appears rather 
unpromising (5) 

8 Prepared to write mostly 
rubbish about historical 
period (8) 

11, 21 Analysis ol program- 
ming in chart show? (4.7) 

16 One may be floored by 
hearing of the Great Fire 
(9) 

17 It’s all up in the air, before 
holding vote - hopes 
dash ed? (9) 

18 Outside the no rmal run of 
winter sport (3-5) 

20 See 4 

21 Seell 

22 Stating out debts, I found 
very small flat (6) 

24 Parts of speech demon- 
strated common sense 
about nation’s leadership 
01 

25 Still in supasonic aircraft, 
being aggressive? (5) 


Solution 9,734 
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Footsie hits record intra-day and closing highs 


MAB KET HgO RT 

By Stan Thompson, 

UK SimA Market EiBtor 

The London equity market's 
euphoric response to Tues- 
day's much better-than- 
expected inflation data cap 
tied over into yesterday’s 
session, driving the FTSE 
100 up to new intra-day and 
dosing peaks. 

Bat the upward momen- 
tum was slowed appreciably 
within an hour of the open- 
ing, after an average earn- 
ings report which, as one 
dealer put it, “brought an 
instant dose of reality" to 


proceedings. At the end of a 
volatile session, the FTSE 
100 index finished 51-3 up at 
a closing record of 6,15L5, 
having peaked at 6,1793. 

News of a stronger- than- 
forecast 5.4 per cent increase 
in average earnings in the 
year to April, compared with 
a consensus forecast of 52 
per cent, was viewed by deal- 
ers as extremely worrying, 
in spite of the decline in 
inflation last month. 

The increase revived wor- 
ries that such rapid earnings 
growth might induce the 
Rank of England’s monetary 
policy committee to nudge 
UK interest rates higher 


after Its next meeting, sched- 
uled for early August 

A sharp increase in earn- 
ings prompted the commit- 
tee to announce a surprise 
increase in rates in June. 

Also causing concern was 
the publication of the June 
meeting minutes, which 
revealed that the committee 
voted eight-to-one to lift 
rates. 

Footsie’s early advance 
stalled. The index’s SOpoint 
gain was reduced to one of 
less *han 3Q points in mid- 
morning. But sentiment was 
given a further boost after 
lunch as Wall Street built 
solidly on Tuesday's perfor- 


mance, when the Dow Janes 
Industrial Average raced up 
just short of ISO points to 
finish at a record high. 

Shortly after the opening 
yesterday, the Dow was up a 
further 50 points, only to slip 
into negative ground later in 
the US session. 

The international back- 
ground was generally sup- 
portive. Asian markets put 
up a good show, led by Kong 
Kong which ran up over 3 
per cent cent 

Second- liner s and gmaiimp 
stocks also made progress 

but were left trailing in the 

wak e of t he leading index. 
The FTSE 250 drove up 39.6 


to 5,697.7 but remains a long 
way - 268 points - from its 
record dosing level of 
reached last June. 

The FTSE SmallCap, 
meanwhile, moved up 43 to 
2,581.6 and is still over 200 
points from its record close, 
2,792.7, reached in May this 


Marbetmakers, caught on 
the hop by the sudden surge 
in prices, said much of the 
momentum came than a big 
squeeze In the Footsie future 
and warned that, omce the 
grip was loosened, prices 
could fail back equally 
sharply. 

One insisted the market 


_ "brushed aside the 
Asian crisis” and said it 
would return to haunt the 
market, “probably with a 
profit warning from one of 
the Footsie leaders”. 

The banks and other finan- 
cial stocks continued to 
make the running as did 
telecoms, while casino- 
linked shares responded 
enthusiastically to the gov- 
ernment's latest proposals 
oti gaming machines. 

Turnover at 6pm was 855m 
shares. The Stock Exchange 
said the official t u rnover fig- 
are for Monday, previously 
the subject of some confu- 
sion, was 8127m shares. 
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Casino 

stocks 

cheered 

55^^ 

By Stove Thompson, Peter John 
and Joel KBnzn 


The US broker has moved tion ahead of the company's 


from “neutral” to "accumu- 
late" on the company and 


interim figures next week. 
Goldman Sachs reiterated 


Best sod worst perfamtaB FTSEsectas 


published a price target of its “market underperformer" 
630p despite the stock's 70 stance on the stock. The US 
per cent outperform an ce broker predicts a slowdown 
against the FTSE All-Share in Instinet. Reuters' share- 


TdmvnmnfcaSonB 
5500 : 


over the past 12 months. 


trading business. Competi- 


Merrill says: “Concerns tion has held back the reve- 
over how British Energy nue growth of Instinet in the 
might be impacted by any US, where it has a large pro- 
changes in electricity trad- portion of its sales. 




ing are probably overdone 
and certainly look prema- 


The Goldman Sachs move 
follows a forecast downgrade 




ture." The shares rose 30 to on Tuesday by ABN Amro, 


in Celt Telecom. The shares 
gained 252%p to £3232%. 

BP rose 8% to 859ttp. 
tracking an Asian ofl. price 
rally after overnight data 
showed a steep fall in US 
crude studs. 

Benchmark Brent crude 
August futures were up 20 
cents from Tuesday’s dose 
at $13.02 a band after Amer- 
ican Petroleum Institute 
data showed that US crude 
stock levels in the week 
ended July 10 plunged by 
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Leisure stocks with gaming 587p. 

Interests recorded strong Reuters, the news and shares fell 17% to 644p. pointing annual meeting. £l(fen to £185m far the cur- 
gains' after the government's finawqtai information group. Dark clouds descended The shares gave up 21% to rent year and now rated the 

unexpected moves to impose tumbled against the trend over metals group Johnson 502%p as analysts reduced stock a “trading sell", 

a freeze on the building of for Hip second day as bro- Matthey as specialists down- current year profit forecasts The market yesterday sdg- 

new casinos «nri the news kers continued to show cau- graded profit expectations with D res drier Kleinwort nailed its approval of news 


the company’s broker. The following Tuesday's disap- cut its profits forecasts by nearly 6J8m barrels to- 385m 


gains ' after the government's financial information group, 
unexpected moves to impose tumbled against the trend 


pointing «nnnai meeting. 
The shares gave up 21% to 


T w cpcpcpepcpcpcp&p 

... stock levels in the week — nitiitrivanisninnic 

ended July 10 plunged by * t a » » mm* min* mm mb m vru m m was 
cut its profits forecasts by nearly 63m barrels to- 335m *5 2 

ElOm to OL8Sm far the cur- ban-els. Tradersexpected the ^ m mtm -mmm mmm 

rent year and now rated the data to show a slight exude cMuisteiun 




build of 2S0.000 barrels. 
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that It is to allow national 
advertising of casinos and 
increases in cash prizes in 

casino gaming martiinfifi - — — 

“The initial impact of the Ma jud 
news was positive, but what he n*j nat 
is even more exciting for the {* ■*• ■■ 
industry is that a whole new 
deregulation process of the FT _ 30 b<M fr. 
casino business is starring,'’ ^ 

said Bruce Jones, leisure 

analyst at Merrill Lynch. e ftse whom 
T he news transformed the 
Ladbroke share price which, 
after inngirighinp throughout 
the morning, suddenly 

nicked ud to finish the day - - 

LongS FTSE 100 leaders 
9% higher at 323%p. Rank, Eqt** inmate 
meanwhile, slipped 3 to 313p. 22 n B 5? d J 
Stanley Leisure outpaced tom trawl 
the second r ank stocks, Tnammr— 


FT 30 INDEX 
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Boost for BP 

BP is the stock most 


0 ftse wmsaomi lmm 1998. m itf* mamd Tor 1898. 


STOCK MARKET TRADING DATA 


Benson said to have cut its that Cable ft Wireless is to Dwai ,U1 
estimate for the year to buy the entire internet BP is the stock most 
March 1999 by £llm to assets of US telecoms group geared to oil prices and 
£140m. There was a hint that MCI Communications In a therefore likely to benefit 
one broker had downgraded $2bn deal. The UK group's from an expected uptrend in 
his figure to a lowly £l37m. shares appreciated 32 to oil prices in the medium 


one broker had downgraded $2bn deal. The UK { 
his figure to a lowly £l37m. shares appreciated 
A second quarter earnings 842p, in trade of 9utoL term. Also, dealers expect a 

fall from Intel, the world's British Telecommunica- feed-through from recent 
biggest computer chip tioos, which last year lost a Opec cuts and a benefit from 
maker, also hit sentiment in bid battle for MCL yesterday Increased orders as higher 
the UK group. Intel is the indicated its determination winter demand approaches, 
biggest customer of Johnson to break Into the US tele- One dealer said: “Oil prices 
Matthey*s electronic materi- corns market as the chief will rise to a 316317 a band 
als division. Johnson Matt- executive told the anwnai range for Brent” 
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Matthey's electronic materi- 
als division. Johnson Matt- 


300%p. closely followed by 
London Clubs, up 8% to 
165p. and Capital Corpora- 

tion. 3 firmer at 79%p. ■ .landon — rtat dati 

British Energy was one of mmmmr a wm* up* mu um* lwe &p«, opum 

the best performere in the JSK S SSffi "si 
FTSE 100 as buyers s» 1^34 pm 

responded to a positive te IS Tim tend oaEgnyateasOtett on Bs lotion 5ter*S««8. 
update from Merrill Lynch. 
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hey warned at Tuesday’s meeting it would make the 
AGM that markets for the move “one way or another*, 
division were becoming Shares in the group 
increasingly difficult jumped 14 to B17p, after it 


meeting it would m*k» the There was also ait 
move “one way or another*, announcement tht BP ■ 
Shares in the group Safeway, the food retailer, 
jumped 14 to B17p, after it were wrpamHng their super- 
said it may return profits market partnership, but that 
from the collapse of its was not seen as having a big 
merger with MCI to share- effect- 
holders through a share buy- Banking shares confirmed 
back or a special dividend, to attract buyers happy to 
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cookson friendless “ ^ 86611 as ™ a 

uuviwuii ivmuivw merger with MGt to stare- Bad 

Cookson Group, which holders throu^i a share buy- Banking shares continued 

also supplies materials for back or a special dividend, to attract buyers happy to 

the manufacture of micro- BT said no decision had yet chase the stocks ahead of 

chips, was friendless. The been taken an the move. the interim results season 
shares eased 3% to 200p. Mobile phone operators and amid vague takeover 
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shares eased 3% to 200p. Mobile phone operators and amid vague takeover 

Dresdner was said to have moved in opposite direc- stories. Marketmakers said 

reiterated its “reduce” tions. Vodafone Group any bid moves would be 
3^ recommendation on the remained a good buy as the unlikely until the results 
26758 stock ahead of Its Interim shares hardened 28% to season was over .adding that 
figures next week. Traders 868%p. But there was profit- the big funds were 
said Williams de Broe had taking in Orange which left advantage of the recent 

the shares trailing 7 to 658p. months Of TmdPT ^ w f n r m anrp 

— — — — — — - — — — Cable ft Wireless Comma- to top up weightings in the 

All Futures. Options nications. which has indi- sector. 

Ar Mnroirw»rf Fnrpir cited an interest in seeking The strong showing of the 
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cated an interest in «»iring The strong showing of the 
closer links with Telewest Hong Kong market helped 
Communications, was also Standard Chartered outpace 
strongly bought yesterday, the other hanks, the shares 
The shares moved 38% ahead moving up 34% to 708p. HaE- 
to 69lp while Telewest fax jumped another 29 to 
closed ip ahead at 196%p. 824p and Bank of Scotland 
Dealers reported a squeeze 22% to 7Kp. 


FTSE Actuaries Share Indices 
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Wall St surge boosts global sentiment ^amteeks 
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WORLD OVERVIEW 


International equity markets 
woe given a lift right from 
the start yesterday by the 
record high achieved by 
Wall Street on Tuesday, 
writes PhSxp Coggan. 

Asian markets, still in 
something of a limbo until 
the new Japanese prime 
minister emerges, took the 
opportunity to brand ahead, 
with Hong Kong, Malaysia 
and Thailand all gaining 3 
per cent Foreign minister 


Keizo Obuchi declared his 
candidacy for the Japanese 
premiership yesterday. 

In Europe, France 
returned from a twi>day Bas- 
tille break, drenched in 
World Cup euphoria and 
determined to catch up on 
its record-breaking neigh- 
bours. The CAC 40 gained 2 
per cent on the day. 

When New York opened 
higher once more, with 
investors reacting well to 
the latest second-quarter 
gaming s numbers from East- 


man Kodak and Intel, the 
stage was set for another 
batch of European record 
closes. Amsterdam, Copen- 
hagen, Frankfurt, Helsinki 
and Paris duly obliged. 

Markets seem to have set 
aside, for the moment, their 
worries about a slowdown in 
economic growth, stemming 
from the Asian crisis. But 
economists continue to 
revise down their forecasts, 
the latest being Schroders, 
which has cut its estimate 
for world GDP growth 


in 


1998 from 22 to 17 per cent, 
and in 1999 from 22 to L9 
par cent In the US, Schro- 
ders expects GDP growth to 
average l per cent in the sec- 
ond half of this year. 

Slower growth helps 
equity markets by keeping 
inflation, interest rates and 
bond yields low, but threat- 
ms the prospects for corpo- 
rate profits growth. Analysts 
are still predicting that US 
earnings growth will reach a 
racy 18 per cent in 1999. 

Meanwhile, the strategy 


Brown, 


team at BT Alex 
which has been 
bearish noises for some time 
about world equity markets, 
has focused Its concerns can 
Germany. 

“German economic growth 
appears to be stalling in the 
wake of April's VAT hike. 
This is exactly the same mis- 
take the Japanese made last 

year. The rapid pace of 
growth seen in the first 
quarter was the result of 
front loading ahead of the 
tax increase - not, as many 


signs of a 
underlying 


Interpreted, 
healthy 
recovery." 

BT added: “A stall in activ- 
ity has sextons tirqrtwrtftms 
for the Qaxom market trad- 
ing on such a high prospec- 
tive priee/earnings ratio, 
especially when flat, strato- 
spheric p/e occurs despite 
ambitious expected earnings 
growth of 24 per «*it- The 
J9 Anilier comp!!- 
cated ty the 1 dominance of 
industrial stocks on the Ger- 
man bourse." 



US stocks Paris catches up after holiday 
take breather 
after big gains 


EUROPE 


■mmipiio life sciences group, gained 

$L£ at $54 U after announc- 


US stocks showed only 
moderate gains in morning 
trade, in spite of some strong 
second-quarter earnings 
reports, as investors took 
profits after Tuesday's 149- 
point rally which took the 
Dow Jones Industrial Aver- 
age to a new high, writes 
Tracy Corrigan in New York. 

Earning s re main ed the 
driving force behind stock 
price movements. After a 
spate of downgrades by ana- 
lysts ahead of this quarter’s 
eamings reports, most com- 
panies are managing to turn 
in second-quarter warning s 
in line with, or above, expec- 
tations. 

By midsession the Stan- 
dard & Poor’s 500 index had 
gained just 0.67 at 1.17JL25 
while the Dow rose 17.51 to 
9,363.06, helped by gains in 
Eastman Kodak, the imaging 
products company, which 
gained $7% to $81*/*. 

The company beat ana- 
lysts' estimates, after man- 
aging to produce a turn- 
around on last year's poor 
performance more rapidly 
than expected. 

But on the negative side, 
Caterpillar, the earth mov- 
ing vehicles manufacturer, 
fell Si% to $52 Vi after its 
earnings for the second 
quarter came in below ana- 
lysts’ estimates. 

The share price was bat- 
tered after a run-up on Tues- 
day, due to concerns about 
fal lin g margins- 
Ford fell $K to $58% after a 
recent strong rally, despite 
beating estimates in its quar- 
terly earnings report, con- 
tinuing a strong perfor- 
mance this year. 

Airline stocks were mainly 
weaker after making strong 
gains in recent sessions. 
Despite a strong earnings 
report beating analysts esti- 
mates, AMR, the parent of 
American Airlines, fell 11% 
at $87%. 

Shares in Monsanto, the 


ing an agreement to buy 
Plant Breeding International 
Cambridge, a European 
plant breeder, from Unilever 
for 4525m. 

Technology stocks man - 
aged to produce a modest 
rally, with gains from big 
tech companies including 
Dell, Intel and Texas Instru- 
ments. 

The Nasdaq Composite 
index, which is heavily 
weighted in technology 
stocks, rose 16.83 paints to 
1485.24, continuing its climb 
towards the 2,000 level. 

Intel, which reported earn- 
ings late on Tuesday, gained 
$3ft to $84 despite missing 
analysts’ estimates, which 
had already been cut back, 
thanks to reassurances from 
the company that market 
conditions were improving. 
Compaq shares gained $f 4 to 
trade at $3313 after beating 
estimates. 

TORONTO remained in 
positive terr i tory at midses- 
sion, fuelled by a stro ng 
energy sector. The TSE-300 
composite index was 16.02 
higher at 7.403.08 in volume 
of 50.2m shares. 

The oil and gas sub-index 
rose 1.4 per cent while finan- 
cial services posted a 0-2 per 
cent increase and gold was 1 
per cent lower. 

In the metals group, Alcan 
Aluminium gained 40 cents 
to C$40 in spite of reporting 
weaker second-quarter earn- 
ings. and Cominco added 10 
cents to C$2120. 

BUENOS AIRES edged 
back at midsession as inves- 
tors took profits after the 
market's rapid rise in the 
last fortnight. The Merval 
index was 4.19 lower at 
618.85. 

MEXICO CITY posted nar- 
row gains at midsession as a 
bright outlook for earnings 
reports was countered by 
profit-taking on benchmark 
Telmex. The IPC index was 
5.61 higher at 4,671.40. 


US and London lift Jo’burg 


SOUTH AFRICA 


Johannesburg was domin- 
ated by positive news with 
Wall Street firm on better- 
than-expected results from 
the US blue chips and Lon- 
don near Its best levels. 

The overall index jumped 
1442 to 7,300.4 as financials 
put on 3.2 per cent 

Ned cor climbed R7 or 5-5 
per cent to R134 and Stan- 


dard advanced R1.10 or 4.4 
per cent to R26.10. 

Industrials improved as 
rand hedge stocks came 
under less pressure than in 
the previous two sessions. 
The index put od 125.8 to 
&597.1. 

Golds picked up late in the 
session, gaining 21 to 1,026,3 
as the bullion price 
improved to $293.40 an 
ounce. 


Investors returned in 
optimistic mood to PARIS 
after the long Bastille Day 
holiday, bidding up prices to 
catch up with sharp gains in 
neighbouring markets ear- 
lier in the week and with the 
mood still buoyed by 
France’s World Cup victory. 

The CAC index soared to a 
record intra-day high of 
4,371.48 early in the session. 
The index dosed 8795 or 2.1 
per cent higher on the day at 
a best-ever 4244J30. That left 
the index 45 per cent higher 
on the year. 

Insurer AXA and Credit 
Commercial de France were 
among the day’s leaders on 
speculation that the compa- 
nies were considering a 
merger. AXA rose FFr56 or 
7.6 per cent to FFr797 while 
CCF rose FFrSO or 99 per 
cent to FFr575. 

A Goldman Sachs upgrade 
and news that its US invest- 
ment h ank, Donaldson Luf- 
kin & Jenrette. had reported 
strong second-quarter earn- 
ings growth also supported 
Axa. 

Lagardere. the missiles- to- 
publishing conglomerate, 
soared FFr19.40 or 8.1 per 
cent to FFr258.50 as the 
stock made up for losses last 
week. One analyst suggested 
the gums could also be the 
result of delayed investor 
response to the recent 
ann n nncgmiai t that Matra, a 
Lagardere subsidiary, had 
agreed to extend its partner- 
ship with Renault to produce 
a new vehicle. 

Textile group Chargeur 
tumbled 5.6 per cent after 
the company reported a 9 
per cent drop in half-year 
sales and forecast Iowa* full- 
year turnover. The shares 
lost FFr26.50 to FFr444 as 
BNP Equities lowered its rat- 
ing an the stock and cut Its 
earning s forec asts. 

FRANKFURT turned back 
after a strong opening but 
stffl closed at a record high 
as the Xetra Dax index 
edged 420 ahead to 6,106.10. 

Viag, the diversified util- 
ity. was the biggest casualty, 
losing DM 110 to DM1,234 as 
the share was dragged down 
by the disappointing profit 
outlook announced on Tues- 
day. Analysts noted that the 
shares foil DM30 on Tuesday 
after the company said that 
1998 operating profit would 
rise at a less than expected 5 
per cent- News after the mar- 
ket dosed that the company 
expected a pre-tax start-up 
loss for its telecoms 
operations of about DM2bn 
further knocked sentiment, 
Deutsche Bank led the 
banking sector higher, clos- 
ing up DM320 at DM155.70, 
following a buy recommen- 
dation fr nm Goldman Sachs. 

SAP closed up DM37 at 
DM1,149.50, continuing to 
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make up ground after the 
abrupt drop at the end of 
la st we ek. 

ZURICH was lower as 
declines in Novartis and 
Roche added to the appre- 
hensive mood ahead of 
tomorrow's expiry of futures 
and options. 

Novartis, due to release 
second-quarter sales figures 
today, fell SFT37 to SFr2,410 
and Roche certificates slid 
SFr85 to SFT15.000. The SMI 
index finished 22.4 lower at 
SFr8,158.L Ciba. also pub- 
lishing sales data today, 
eased 50 centimes to 
SFI-103.7R 

Nestl6, which posted sharp 
gains on Tuesday, was 
steady, easing SFr3 to 
SFr3,343. But SAlr Group 
extended its recent strong 
run, rising SFrii to SFr517, 
still supported by a CS First 
Boston recommendation. 

Construction shares were 
mostly weak although 
cement maker Holdarbank 
put on SFr26 to SFi2,097. 

Among the financials, 
banks were fiat to weaker 
but insurers remained 
upbeat Zurich gained SFrSl 
to SFr 1,147 and Swiss Life 
SFT18 to SFt1258l Baloise, a 
recurrent takeover rumour, 
rose SFr40 to SFri,460. 

Asset managers posted 
sharp gains in response to 
the generally good outlook 
for the sector. Vontobel rose 
SFrl40 to SFr2,740 and LGT, 
which releases first-half 
results today, was SFr50 
higher at SFrl,865- 
AMSTERDAM ended 
stronger after a volatile day. 
The AEX index closed up 
3.97 to a record high of 
1292.48. Shares had drifted 
lower earlier but rebounded 
in the fi nal hours, helped by 
a solid opening on Wall 
Street and a rising dollar. 

Shares in Royal Dutch/ 
Shell rebounded from recent 
weakness brought an by foil- 
ing oil prices. The stock 
gained FI 3 to FI 10&60. 

Akzo Nobel, the chemicals 
company, tumbled FI 4.70 to 
FI 122 as investors took prof- 
its after two strong sessions. 
After the market closed the 
company said it would 
acquire the remaining 50 per 
cent stake of a joint 


venture from Elementis. 

De Vries Robbe NV lost 
FI 890 to FT 39 after the com- 
pany warned on Tuesday 
that one of fts British units 
would have a large loss. 

MILA N ended with slight 
gains as the MIbtel all-share 
index rose 025 per cent to 
25228. The market traded 
higher earlier in the day 
before losing much of its 
steam. 

Speculation of mergers 
and other consolidations in 
the banking sector did little 
to lift stocks. Among the 
mast actively traded, Banca 
di Roma lost L46 to L394G, 
but IMI surged mere than 4 
per cent to 123,531. Aero 
port! dl Roma surged 226 
per cent to Li2,700 after sev- 
eral down sessions. 

East European markets 
remained active. MOSCOW 
recovered from an early cor- 
rection, although analysts 


said the euphoria of recent 
sessions had given, way to a 
more mod est rate of growth. 
The RTS Index, qp 28 per 
cent over the previous two 
sessions, picked up another 
691 or 32 per cent to 19056. 

Dealers said expectations 
that a complex scheme to 
exchange short -term domes- 
tic debt for longer-term dol- 
lar bonds would go ahead cm 
Monday bolstered a market 
already primed by pledges of 
a S222hn IMF-led loan. 

BUDAPEST extended its 
gafas <ntn a third straight 
session on a tide of positive 
sentiment. The Bus Index 
closed 80.41 higher at 
802020- 

WARSAW rase for a third 
straight day but analysts 
said profit-taking was begin- 
ning to emerge late in file 
session. The Wig index put 
on 869 to 179319, extending 
this week’s rise to 7 per cent 
PRAGUE put an another 
L6 per cent with the RPIX 
Index 15.4 higher at 967.7. 

TALLINN remained on a 
upward roll, helped by 
strong buying interest from 
Helsinki amid continuing 
optimism after Russia's res- 
cue package. The bourse 
Index soared 10.1 per cent, 
cm top of Tuesday's 72 per 
cent, prompting a warning 
that the market had risen 
too for too quickly from its 
remit depressed state. 


Written and edited by Michael 
Morgan, Join Labate, Peter HaH 
and EbAo Tarazoao 


Vietnam*#, decision to 
establish a stock and bond 
market by barty next year 
will not' create a new WaU 
Street in Ho CM ftfinh City. 
But it could mark a signifi- 
cant starting point 

"Are petople going to be 
piling in tomorrow? No," 
says .Dominic Scrtven, man-' 
aging director of Vietnam 
fund mangers Dragon Cap!-. 
taL “But people who have 
been keeping an eye an Viet- 
nam are going to be more 
active, and with a stock mar- 
ket Vietnam will start to 
appear on mare fund manag- 
ers’ radar screens around 
■ the world.” 

Economic growth is expec- 
ted to slow in Vietnam this 
year but will stfil be above 5 
per cent - a rate that looks 
pretty good compared with 
Us neighbours. It bas, of 
course, farther to go than 
most 

Vietnam’s record on capi- 
tal wiark flto bag been undis- 
tinguished. Between 1993 
nr^ 1995, as fore i gn enthusi- 
asm for Vietnam’s supposed 
potential peaked, six dosed- 
end country funds were 
established. One. the Lazard 
Vietnam Fond, closed last 
year, citing a lack of suitable 
investment opportunities; 
the average discounts on the 
other five are deeper than 
for any aimflar emerging 
mark et funds. 

O nly the relatively small 
S25m Vietnam Enterprise 
Investments Ltd (VEIL), 
managed by Dragon Capital, 
has invested exclusively in 
locally-owned companies, 
which may eventually Hat on 
the new “securities trading 
centre”. VEIL has been trad- 
ing at a relatively small dis- 
count to net asset value, of 
around 9 per cent 
According to Nick Free- 
man, ING Baring’s Indo- 
china analyst, the fond is in. 
the best position to benefit 
from the launch of a securi- 
ties trading market . 

Beyond the funds, there 
has been limited foreign 
interest in Vietnamese secu- 
rities. Daiwa Securities 





as- 


signed a memorandum of 
understanding in April last 
year with Vietnam's hugest 
state-owned commercial 
bank, Vietcombank, on 
establishing a joint-venture 
securities company. How- 
ever. Daiwa bas cut its staff 
numbers in Vietnam, while 
Vietcombank is expected to 
set up its own securities 

In 1994, Nomura Securities 
agreed to set up a $36m 
industrial park in the north- 
ern part of Haiphong as part 
of lobbying efforts, aimed at 
securing a leading rale fir 
the company in Vietnam’s 
privatisation process. 
Nomura has also beat wak- 
ing as an nnpatri wwanlhn^ 
on a pilot scheme to invota 
foreign investors in the sale 
of a state-owned securities 
company. But only 29 out nf 
5200 state companies have 
been sold oft; and Nomura's 
consultancy operation is 
now run from Hong Kong. 

The communist govern- 
ment is preparing to clarify 
restrictions an foreign par 
ticipation in the market; 
Hanoi remain*; cautious OH 
this issue. The details of how 
the exchange would work 4 
have stffl to be made dear. 
Only three or four privatised 
companies currently meet 
the government’s criteria for 
listing and the target open- 
ing date is not before the 
end of the year. 
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Jonathan BirchaH 


Substantial problem-solving capacities 
emanating from solid experience are the tra- 
ditional strengths of DGZ International S.A. 
Again in 1997, ourstaff proved to be a decisive 
asset in the Bank's healthy performance in a 
year characterized by volatile markets. 


ride, we use derivative instruments in particular 
to manage our asset/tiabilrty position. 

Although interest and commission income 
declined somewhat we are satisfied with the 
overall performance. Including net earnings 
from trading, our 1997 result from ordinary 








Tokyo rises on new PM hopes 


ASIA PACIFIC 


Optimism about the 
selection of a successor to 
Ryu taro Hashimoto, who 
stepped down as prime min- 
ister earlier this week, 
pushed TOKYO up for the 
third straight day although 
investors continued to seek 
clues about the composition 
of the next cabinet, unites 
Alexandra Barney . 

The Nikkei 225 average 
rose 12523 to close at a ses- 
sion high of 16,614,14, having 
picked up from a low of 
16,435.46. The Toplx Index of 
first-sector stocks improved 
8.66 to 1275.31. Advancing 
shares led declines 635 to 
497, with 142 unchanged. 

Volumes were moderate, 
with 450m shares traded. 

Concerns about the gov- 
ernment's banking sector 
reforms weighed on stocks 
in the financial sector. The 
Long Term Credit Bank, 
rumoured to be having diffi- 
culties in merger talks with 
Sumitomo Trust, fell Y3 to a 
record low of Y54. 

Sakura Bank lost Y10 to 
Y360 and Tokyo Mitsubishi 
was up Yl9 to Y1349. Bank- 
ing shares overall slipped 
0.14 per cent 


Rang Kiras andJapan 
Indices itemed ff’tarinj" 
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Heavy Industries contin- 
ued to perform well, which 
analysts said was based on 
investors' positive reception 
of their aggressive restruct- 
uring programmes. 

Nippon Steel, the most 
heavily traded share, was up 
Yl to Y262. NKK gained Y3 
to Y150 and Mitsubishi 
Heavy Industries Y10 to 
Y575. Toshiba, the electron- 
ics giant which announced 
plans to develop a computer 
system that recognised 3-D 
images improved YlO to 
Y585. 

In Osaka, the OSE average 
was up 155.08 to 1727299. 


HONG KONG rallied 3.4 
per cent, helped by strong 
overseas markets, deriva- 
tives-linked buying and 
lower interbank rates. 

The Hang Seng index 
gained 277.29 to 8,45622, off a 
high of 820192, but brokers 
said it was too early to deter- 
mine whether the rise was 
sustainable, and they expec- 
ted the Japanese yen to dic- 
tate market dir ec ti on hi the 
short term. Turnover picked 
up to HK$4.6bn against 
Tuesday’s meagre HK$2.7bn. 

Banking giant and index 
heavyweight HSBC Holdings 
led the market, rising 
HK$820 to HK$19220 after a 
powerful overnight perfor- 
mance in London. 

The market also welcomed 
Cheung Kong’s announce- 
ment that 1200 potential 
buyers had registered for the 
156 units in its residential 
development Tterra Verde. 
Cheung Kong advanced 
HK$L4fl to HK$36- 

SEOUL dosed 22 per cent 
higher as fears about labour 
unrest eased and foreigners 
stepped up their purchases. 

The composite index 
dosed 6.69 higher at 313.42 
as the Korean Federation of 
Bank and Financial Labour 


Unions said strikes, origi- 
nally scheduled for yester- 
day morning, would be post 
paned. It has been protesting 
at government-led reform 
measures. Including five 
bank mergers. 

Kia Motors closed down 
WonlSO to its daily limit of 
Won960 - its low for the 
year - as the government 
put file afltag car company 
up for sale, after unveiling a 
recapitalisation plan. Its sis- 
ter company, Asia Motors, 
also up for sale, dosed down 
WOD35 at WOU260. 

KUALA LUMFUR jumped 
more than 3 per cent led by 
blue chips. The composite 
index rose 1321 to 43354 on 
short covering. 

Malayan Ranking was the 
most active share, rising 2 
cents to M$3.60. Telekom 
Malaysia rose 20 cents to 
M94.60 and Tenaga National 
ga in ed 20 cents to M$4.6CL 

BANGKOK ended sharply 
higher helped by a rally in 
banking and flnanra shares. 
The SET index rose 8.04 or 3 
per cent to 273.75. 

National Finance rose 
BtQ.70 to Bt320 while Securi- 
ties One rose BtQ.60 to Bt290 
and Krung Thai Bank added 
Bt0.40 to BtS.40. 


Business Year 1997 


ANOTHER SOLID RESULT ENHANCES 
THE SCOPE FOR FUTURE EXPANSION 



Business volume rose mainly as a result 
of a significant increase in our wen diversified 
loan portfolio. In this context, lending on the 
money market made a major contribution to 
growth. Moreover, strong gains were recorded 
through the expansion of our securities port- 
fcjlio. Consistent with our focus on controlling 


operations amounted to DM 61.7 million. 
Net income totaled DM 15 million. 

The Bank's success in 1997 reflects dient 
satisfaction with the cost-efficient scope of 
our products and services. Concurrently, it 
reinforces our position in an increasingly 
Europeanized market environment 


From the Annual Accounts 
DM million 


1997 


1996 


Total Assets 


10,049 


Due from Banks 


4,732 


Due from Non-bank Clients 


Securities Po rtf 060 


Deposits by B anks 


Deposits by Non-bank Clients 
Own Funds ■ 


Nenntereoand C ommis sion Income, Trading Results 


Administrative Expenses 
Taxes 


3,716 

VWJ 

M«r 

5^57^ 

jST 

105 


9.634 

3,783 

4279 


U78 

4.586 

4.453 


17 


Net Income 


49 

15 


239 

J92 

j6 

85 

65 


A copy of our annual report is available upon request 



Deutsche Girozentrale 
International S. A. 


1& Boulevard Royal, t-2449 UrembouaTeL (003 52)4*2471-1, fox; (00353462477 
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High-tech sector now 
has a broader base 
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Jobs drive town's 
success story 

Pages 9-10 


The UK continues to attract foreign companies, 
woes and the problems of a strong pound. But, 
new statistics may please the government they 


in spite of Asia's economic 
Brian Groom reports, although 
fail to convince everyone 



Job creation still 


strong as 
investments flow 


The goose that lays the 
golden eggs lives on. Neither 
the Asian financial crisis nor 
the strength of sterling, it 
seems, have been able to end 
the UK’s record of attracting 
inward investment. 

Overseas investors created 
45,937 new jobs in the year 
to the end of March, a slight 
faB on the previous year’s 
46,179, according to figures 
announced yesterday by the 
Invest in Britain Bureau 
(IBB), which markets the UK 
as an investment location. 

But existing Jobs safe- 
guarded by new investments 
- including the wave of take- 
overs of UK companies - 
soared from 47,545 to 78^85. 
The combined total of 
134,622 jobs beat the previ- 
ous record by nearly 35 per 
cent 

No one is making predic- 
tions about this year, which 
could prove tough, but the 
figures were a relief to min- 
isters and officials. The num- 
ber of projects, up from 483 
to 618, was another record. 
The average size grew from. 
194 new or safeguarded jobs 
per project to 305. 

US, German, French, Tai- 
wanese, Canadian and Dutch 
investors Increased both the 
jobs they created and safe- 
guarded. Jobs created by 
Japanese companies fell 
from 5,479 to 3£57, however, 
and Sooth Korea, which was 
the second largest job-cre- 
ator the previous year with 
8,338, fell out of the top 10 
altogether. 

Concern grew when Hyun- 
dai Semiconductor post- 
poned the opening of its 
52.1 bn plant at Dunfermline, 
Scotland - at first temporar- 
ily. and then, last month, 
indefinitely. LG has also 
delayed its semiconductor 
plant at Newport, Wales. 


Late last year Samsung pot 
on bold an expansion of its 
consumer electronics plant 
in north-east England. 

Margaret Beckett, the 
trade and Industry secretary, 
acknowledges things could 
have been worse, and says 
the investment figures are 
“very encouraging". 

“What is particularly 
encouraging are the indica- 
tions that we are starting to 
get the kind of high-quality, 
high value-added, research- 
oriented Investment that 
people. have wanted to see 
for a long time,” she says. 

The Labour government 
set out to pursue such pro- 
jects, and has been pleased 
by Microsoft's plan for a 
£5Qm research laboratory in 
Cambridge, Pfizer’s plan to 
create l ,000 jobs tor scien- 
tists at a research facility in 
Kent, and Cadence's scheme 
to build the world’s largest 
system-on-a-chip design cen- 
tre at Livingston, Scotland. 

All these are US Invest- 
ments, but. high-technology 
projects- are coming from 
several countries. “We have 
about 150 Japanese compa- 
nies doing R&D, usually in 
conjunction with universi- 
ties," says Andrew Fraser, 
IBB chief executive. 

Mrs Beckett is also pleased 
by “the reinforcement of 
renewed interest from some 
of our longstanding inves- 
tors", notably In the motor 
industry. Ford plans to build 
the Jaguar X400 at Hale- 
wood, on Merseyside, BMW 
to Invest (640m in a new 
Rover luxury car at Oxford, 
and Honda to spend $72om 
on a new small car at Swin- 
don. 

Toyota and Nissan are 
expanding UK capacity. Gen- 
eral Motors' British subsid- 
iary p Vauxhafi, is to increase 


its workforce at Ellesmere 
Port, Merseyside, by 1,000 as 
wen as building the replace- 
ment for the Vectra model at 
Luton. 

Honda and GM, Mrs Beck- 
ett points out out, made 
their announcements 
recently, having taken “a 
big, hard look" at the invest- 
ment climate, and still 
decided to go ahead. About 
60 per cent of UK inward 
.investment now comes from 
reinvestment by foreign- 
owned companies already 
baaed in the country. 

Not everyone agrees 
Britain is doing marvel- 
lously, however. It is suc- 
cessful only “if you consider 
the sale of Rolls-Royce 
Motors and Cosworth 
engines to Volkswagen as 
examples of the UK’s success 
in inward investment," 
argues Simon Martin, assis- 
tant director of Pricewater- 
houseCoopers’ inward 
Investment team, which 
works extensively with 
investors. 

The record figures mask 
the true position because 
they include takeovers, he 
Bays, "The UK is not very 
successful in attracting 
mobile investment projects - 
It is now far less successful 
than other European coun- 
tries.” 

This is a difficult area, and 
ministers have asked thB 
IBB to review the way 
investments are recorded in 
order to assess the impact of 
cross-border mergers and 
acquisitions, which now 
account for three-quarters of 
worldwide flows of foreign 
direct Investment 

The Office for National 
Statistics (ONS) announced 
recently that the UK’s stock 
of Inward investment had 
reached £172bn by the aid ol 


March, £25bn high er a 
year earlier, but the figure 
included acquisitions such 
as Merrill Lynch’s £3.1bn 
purchase of Mercury Asset 
Management. 

The picture Is complicated 
by the fact that everyone 
counts mergers and acquisi- 
tions differently - tbs IBB 
includes those In which the 
foreign investor takes at 
least 51 per cent, but the cut- 
off for the ONS is 20 per 
cent, and 10 per cent for 
Unctad, the UN’s trade 
agency. 

The IBB’s Mr Fraser says 
many companies choose 
takeovers or joint ventures 
as a way of entering the UK 
market, rather than starting 
on a greenfield site, and 
their subsequent Invest- 
ments are beneficial. The 
amounts BMW spent on 
acquiring Rover and Ford 
spent buying Jaguar, for 
instance, have been dwarfed 
by what they have invested 
since. 

He cites reinvestments as 
a “vote of confidence" in the 
UK as an investment loca- 
tion. Most big multinational 
companies already have 
operations in the UK, he 
says, so efforts by the IBB 
and regional agencies now 
go into keeping them happy 
and encouraging their sup- 
pliers to locate in Britain. 

The UK’s areas of success 
Include software, informa- 
tion technology, telecommu- 
nications, shared service 
centres and European head- 
quarters. it has dons well in 
telephone call centres, 
though there are some 
clouds on this horizon - the 
Henley Contra, a consul- 
tancy, warned recently the 
industry was chronically 
short of skilled staff and in 
many cases failing to pro- 
vide a satisfactory service. 

Mrs Beckett believes that 
in order to remain competi- 
tive the UK must maintain 
economic stability, Improve 
skills, education and the 
transport infrastructure, and 
protect its science base. The 
regional development agen- 
das to be created in England 1 
next April should help tote- i 
grate inward Investment | 
with the domestic economy 
more effectively. I 

Inward investment has i 
brought great benefits to I 
Britain. It has created mare , 


Rivalries in a high-tech city 
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than 500,000 jobs to the past 
20 years - better paid and 
more productive ones, by 

and large. Foreign -owned 
companies account for one- 
fifth of manufacturing 
employment and more than 
half their output is exported. 
The UK is the developed 
world's second-biggest recip- 
ient of investment - hut It 
will have to work hard to 
maintain Its position. 

The government’s stance 
on the European single cur- 
rency - setting five eco- 
nomic tests for entry*, and 
removing ideology from the 
debate - seems to have 
assuaged some investors' 
concerns. Japan’s Sanwa 
Bank recently decided to 
consolidate its European 
operations In London, seeing 
it as the best place to con- 
duct single currency busi- 
ness. 

But many are worried 
about skill shortages and the 
strength of the pound. 
Rover, owned by BMW, 
warned last week it was in a 
"serious situation" because 
of sterling’s rise and was 
looking at sourcing more 
components from abroad. 

"The biggest challenge is 
to position ourselves for the 
next generation of technolo- 
gies," says Mr Fraser. “We 
have so much going for us, 
because of our tradition of 
innovation and the role of 
the English language. If you 
are writing software as part 
of an international R&D 
team, English starts to 
ansnme a tremendous impor- 
tance" 
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• A central location tviih imeniatiom 
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■• The commitment of an ex perl 
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• A highly moiivaied and skilled 
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ftjimess suggests that there should be a 
review of percelval disproportionate cash 
-allocations to Scotland and Wales 


Lord Marshall: ‘London Is realy deprived in terms of the aHocatkm of puhRc funds* 


Defender of the public interests 

Brian Groom listens to Lord Marshall’s views on the allocation of resources - and in particular for London 


The UK's new era of 
decentralisation will not just 
be an opportunity for local 
Initiative to flower it may 
also trigger a national battle 
for resources. In two years' 
time London will have an 
elected mayor and assembly 
to fight its corner. Until 
then. Lord Marshall will be 
prominent among those, 
defending its interests. 

Lord Marshall - until 
recently Sir Colin Marshall - 
chairs the London Develop- 
ment Partnership fLDPJ. 
newly-formed by business 
groups, local authorities, 
education and voluntary 
bodies to foreshadow the 
eventual creation of a statu- 
tory London Development 
Agency. 

He lays down a marker 
that the capital may not tol- 
erate much longer what it 
sees as an unfair share of 
public spending. 

"I believe it needs to be 
looked at very hard indeed.” 
he says. “London can’t go on 
having 15 of the 20 most 
deprived areas in the entire 


country without some recog- 
nition of the need for urgent 
attention to be paid to it” 
Demands are growing in 
English regions for a reas- 
sessment of public spending 
needs across the UK, partic- 
ularly questioning Scot- 
land's larger share of identi- 
fiable expenditure. Calls for 
reform have come from the 
House of Commons Treasury 
select committee, from 
regions ranging from the 
north-east to the south-west 
and from potential candi- 
dates to be London’s mayor. 

The government pledged 
in its devolution white 
papers [policy documents] to 
retain the Barnett formula - 
which allocates funding 
increases to Scotland. Wales 
and Northern Ireland - as 
the basis for disbursing cash 
from the Treasury to the 
Scottish parliament and 
Welsh assembly. After these 
begin operating next sum- 
mer, however, there will be 
pressure for a new assess- 
ment 

“London is really deprived 


in terms of the allocation of 
public funds,” Lord Marshall 
says. “I think it's part and 
parcel of the perception that 
London is wealthy and suc- 
cessful. It ignores the enor- 
mous size of the capital and 
the divisions that, exist in 
the greater London area.” 

It will eventually be up to 
the mayor and assembly to 
decide their position, but “in 
the London Development 
Par tnership we can at least 
prepare the way and come 
up wttb the appropriate jus- 
tifications for some adjust- 
ment in the way government 
allocates the funds”. 

The partnership has been 
formed to bridge a two-year 
gap before London gets its 
development agency; other 
English regions get theirs 
next ApriL Tie delay. Lord 
Marshall admits, Is a prob- 
lem. “If there is a possibility 
to bring the necessary legis- 
lation forward and hold the 
elections earlier, so much 
the better. But I do under 
stand thp government has an 
awful lot of legislation on its 
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plate." 

The bill ■ must not be 
rushed, be says. *7Fs essen- 
tial 'that It is clearly stated 
that ~some of the principal 
objectives are wealth cre- 
ation, the creation of 
employment, ensuring 
employability and ensuring 
competitiveness. The busi- 
ness sector is extremely con- 
cerned that its participation, 
especially in the develop- 
meotagency but also input 
to the mayor, assembly and 
othQ-.aothorrties such as the 
transport authority, is 
ensured irrespective of who 
might be mayor and who 
might comprise the assem- 
bly” 

Lord Marshall, chairman 
of British Airways and out- 
going president of the Con- 
federation of British Indus- 
try * (the employers' 
organisation), stood down as 
chairman of London First 
Centre, the inward invest- 
ment agency, to take cm the 
partnership rote. 

In Mother regions there 
have been complaints that 
development agencies will 
not have enough power. The 
LDP’s: task will be harder 
still because it has no formal 
powers, relying on the good- 
will of its partners and the 
government, which sup- 
ported its creation. 

“2 think zt can do quite a 
lot There are lots of other 
entities around London, geo- 
graphical partnerships and 
those representing sectoral 
interests, that have been put 
together on a voluntary 
basis. There is broad agree- 
ment on the need to create 
an umbrella body,” he says. 

Its main task will be to 
draw up an economic strat- 
egy for London, so the devel- 
opment agency will be able 
to “hit the ground running” 
when it comes along. But he 
expects the LDP to achieve 
practical things, too. 

“The strategy has got to 
focus on regeneration and 


the reskilling that’s required 
to ensure that people are 
employable. We have this 
incredible imbalance in Lon- 
don. We’ve got areas of rela- 
tively low unemployment 
and areas of high employ- 
ment We have got to try to 
balance that situation. 

“It’s not going to be easy. 
We have got to ensure Lon- 
don re tains and increases its 
competitiveness. That means 
creating more businesses in 
places where there is space 
and people available, and by 
focusing on education and 
training." 

Inward investment will 
remain a key part of the 
strategy. Overseas invest- 
ment plays an increasing 
role in the capital, particu- 
larly in the service sector, 
but London has been less 
successful in attracting man- 
ufacturers. Lord Marshall 
says it must continue to 
fight the image that it is too 
expensive: there are “some 
marvellous sites where the 
prospects can compete with 
the best available anywhere 
in the country”. 

In spite of the east Asian 
financial crisis, London con- 
tinues to attract Investments 
from the US. and there has 
been no fall-off in inquiries 
from Japan, he says. Asian 
investors believe their down- 
turn may last only a couple 
of years, and in the mean- 
time relationships will be 
maintained. He accepts ster- 
ling's strength is making it 
more expensive to operate 
from Britain, but believes 
the pound will not remain so 
high. 

He also believes London’s 
heavy dependence on ser- 
vices will keep it out of 
recession over the next few 
months. “In the country as a 
whole the service sector con- 
tinues to do well While that 
may slow as we go through 
the year, it is unlikely as a 
sector to move into reces- 
sion.” 


if the sleeping lion of 
English regionalism finally 
awakes - a Mg “if* - it 
maybe financial' 

' self-interest rather than . 
democratic principle that 

- rouses it Demands are 
growing in English regions 
r<nr a fairer share of public 
spending, as the interview 
with Lord Marshall on this 
page demonstrates. 

: Devolution in Scotland. 
Wales and Northern • 
Ireland was always likely 

- to prompt an English 
reaction. It could have' 
corse as a result of the 
.West Lothian Question, 
which asks why Scots MPs 
can 'vote on English 
matters, while Rn gflah MPs 
wffl not he able to vote on 
Scottish ones; or as a result 
nftV Bmfangn t fliat Bn gtand 

is ruled by a cabinet 

■ dominated by Scots. 

. But neither issue has yet 
really caught fire. Instead, 
the argument has followed 
: the money. Hie target of 
Rn gHrfi ire Is Scotland’s 
higher level of identifiable 
government spending per 
head, and the Barnett 
formula that decides most 
new allocations. 

Sir George Russell, 
chairman of the Northern 
Development Company hi 
north-east England, started 
it last autumn by 
criticising the 

disproportionate spending 
S cotland and Wales enjoy 
for television, sports, roads 

■ and even lottery grants. 

The House of Commons 
Treasury committee 
followed with a call for a 
new assessment of 
spending needs across Ww 
UK, and a change in tire 
way tiie formula operates. 

Candidates to be 
London’s first elected 
mayor called, in this 
spring’s referendum 
campaign, for £2bn of the 
Scottish Office’s £14bn-plus 
budget to be reallocated to 
the capital, which they 
argued was subsidising 
. expenditure elsewhere. 

Knce then, figures showing 
disparities in education 
spending have provoked 
anger in the north-east. 
while those for tourism 
spending- £5 per head In 
Wales, £3-56 in Scotland, 
and 20p in England - 
caused apoplexy, 
particularly in the West 
•Country. The-.' 
comprehensive spending 
review has been watched 
for territorial bias. 

. .. So far. the government 
has stood byfts promise in 
the devolution white papers 
Ipoficy documents} that . 
present arrangements 
would be the basis for' 

. financing the Scottish 
s parliament and Welsh 
•assembly, apart from an . 
annual updating of the 
Barnett; formula to' take 
account of population 
changes. Pressure is ‘ v 
growing, however, for a 
reassessment 
- Fairness suggests there 
ought to be a review. The 
last needs assessment was 
• 20 years ago. Devolution 
Will prompt calls for 
transparency about where 
the cash goes, so continued 


refusal cpuld cause 
simmering resentment 
That said, the exercise 
would open a can of worms 
- which is why the . 
Treasury is reluctant 
The last assessment to 
1976-1979, found that while 
Scotland’s needs, taking 
account of factors sock as 
sparsity of population and 
poorer health standards, 
justified 16 per emit higher 
spending per head than in 
En gland, the actual level 
was 22 per cent above 
England's. Welsh yprf 
Northern Irish levels were 
better aligned. A formula 
was devised, named after - 
Joel (now Lord) Barnett, 
then chief Treasury 
secretary, that gave each 
terri tor y a fixed share of 
futnre spending increases, 
reflecting Its population. 

Over time tills was 
Intended to narrow the gapL 
It failed to do so, partly 
because Scotland's 
population feU, giving it 
higher spending per head. 

Despite a revision in 1992 
to take account of the 1991 
census, tire gap r w i ia ii m 
wide. In 1996-1997, 
Scotland’s identifiable 
government spending per 
head was 24 per emit higher 
than England’s. That of 
Wales was 19 per cent 
higher, and Nort hern 
Ireland 41 per cent higher. 

In any new assessment 
there would be fierce 
argument about the c ri t e ri a 
used. Last time they 
included factors such as 
housing conditions 
population density, but not 
income per head-Tbere 
would be pressure to 
include it now, which 
would reduce Scotland’s 
spending share, because its 
prosperity has grown since 
the 1970s. . 

To ensure fairness, the 
review might best be done 
by an independent body 
rather than the Treasury. 
David Heald. professor of 
accountancy at Aberdeen 
University, has proposed a 
Territorial Exchequer 
Board, which would 
conduct the needs 
assessment and recommend 
a new version of the 
Barnett formula. It would 
have to be more effective 
than the old one in 
narrowing any spending 
gap over, say. 10 or 20 
years. 

The review would 
produce tensions. It would 
make the Scottish 
parliament and Welsh 
assembly timid about doing 
anything radical with their 
budgets, amid uncertainty 
about future funding. It 
could also invite questions 
about Northern Ireland's 
share of spending. 

Most explosively, a . 

reassessment might have to 
consider the needs of 
individual English regions, 
which the 1970s exercise 
did not. Tins would be 
complex. Unlike Scotland. 
Wales and Northern • 
Ireland, which get the bulk 
of their budgets in a single 
block, English regional 
spending is allocated in 
myriad ways by individual 
government departments. 


The c ontribution of each to 
regional totals wottii have 
to be axnmftifd- 
A fight over the spotis 
wooM be inevitable. Simply 
spreading any reduction is 
Scotland across English 
regions would result is a 

barely percept i ble increase. 
MPs in the north-east, ffie^ 
poorest region, say they 
want more, while London 
politicians have signalled 
they will make a special 
■case. _ -j. . 

London is a conundrum. 
New figures show : 
identifiable government 
Spending there in 
1995-1996, at £4£23 per 
head, was the highest in 
England, 25 per cent above 
the average. It was similar 
to spending levels in 
Scotland and Wales. 

Yet still the capital wants 
more, despite having the 
biggest income per head. 
Like Lord Marshall, 
politicians point to the . 
enormous poverty the 
capital contains alongside 
its wealth. They also say 
London's figure contains 
items that benefit people hi 
surrounding areas, such as 
the bill for big teaching 
hospitals ami the subsidy 
to London Transport. 
Distribution of spending 
‘ across other English 
regions looks roughly what 
one would expect, ranging 
from the north-east, at US 
per cent of the average, to 
the wealthy south-oast at 
89 per cent Only a needs 
assessment could tefi if it . 
was fair, and every region 
would fight its corner. 

Another Loudon 
argument Is that the 
capital pays £6bn to £12bn 
more in taxes than it 
receives in government 
spen ding , and should 
therefore get more. This is 
a dangerous view that 
undermines the central 
principle of UK 
ex pendi ture: that rich 
regions pay more than poor 
ones to achieve a broadly 
equivalent level- of public 
services. 

English regions have yet 
to seize their own destiny. 
Refereudums on elected 
assemblies outside London 
have been put off until a 
second Labour term, if at 
alL Tony Blair, the prime 
minister. Is lukewarm, and 
some voices argue that his 
pet project executive city 
mayors, should take 
precedence over assemblies, 
to avoid settingup 
competing power centres. 

Regional consrtousnesste 
slowly growing, though. 

The establishment of 
regional development 
agencies will give a boost 
next ApriL Indirectly 
elected regional chand l er s 
have been created in 
Yorkshire and Humber, the 
north-west and south-west 
Next year's European 
parliament elections will be 
by proportional 
representation, with 
multi-member seats at 
regional level, which will 
encourage MEPs to fight 
for their regions. ■ 

The difficult task 
remains to i mpr in t the : 
regions on the public’s 
mind. Perhaps that will 
begin when people realise 
what they imprint on. their 
pockets. 

• brian-groorm^ftcom 
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regular report on developments in 
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of funds for the regions - Page 2 

INWARD INVESTMENT 

Britain has a good record for 
attracting investments from 
overseas companies, but 
infighting between regions Is 
threatening to deflect the 
objectives -Page 3 

German businessmen explain why 
they selected Britain as 
manufacturing bases - Page 3 

British workforces play a 
significant part in attracting 


overseas companies - Page 4 

Economic problems at home have 
threatened to hit hard Japanese 
investment in the UK. But it’s not 
all gloom - Page 4 

Case study: Delta Air Lines 

- Page 4 

A deregulated UK market may 
have some lessons for US 
companies - Page 5 

Taiwanese companies are 
enthusiastic about Britain 

- Page 5 

Case studies: Visteon; Asian 
companies in Scotland - Page 5 

South Korea's domestic economic 
problems are having a knock-on 
effect - Page 6 

German companies are 


particularly attracted to the West 
Midlands - Page 6 

Case study: Samsung - Page 6 

STATISTICS 

Regional trends In the UK 
- Page 7 

CAMBRIDGE 

Cambridge’s attempts to become 
a leading high-tec centre, at the 
second attempt’ are bolstered by 
a sector which now has a broader 
base - Page 7 

The age-old efty university is 
planning to compete with the US 
'ivy league’ by setting up new 
facilities away from the traditional 
base - Page 8 


Profile: Sr Alec Broers - Page 8 


Profile: Hermann Hauser Page 0 

Numerous Cambridge companies 
and Individuate have left their 
mark on the science map 

- Page 9 

Profiles of some city companies 

- Page 9 

TELFORD 

The town, once a collection of 
villages, has come a long way in 
30 years - Page 9 

Profiles of some of the town's 
leading employers - Page 10 
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THE REGIONS 


Infighting poses 
its threats 


The government is seeking to dampen 
down a climate of ‘mutual recrimination 
and mistrust*, reports Brian Groom 


The UK sometimes seems 
obsessed with internal 
battles among its regions 
and nations about attempts 
to attract inward investors - 
to the extent, critics fear, 
that it is in danger of 
neglecting the prime task of 
maintaining its position in 
the face of intense overseas 
competition. 

It was always likely th at 
the prospect or Scottish and 
Welsh devolution would add 
an incendiary element to a 
tense situation. 

It ignited last autumn 
when investment officials in 
north-east England accused 
the Welsh of gazumping 
them in the contest to win a 
2. 000-job project by Acer, the 
Taiwanese computer 
company. 

Coming on top of earlier 
north-eastern complaints 
about the way Wales 
attracted a £1.7bn 
investment by LG, the South 
Korean electronics group, it 
opened the way to 
allegations from other 
English regions. 

These concerned not only 
projects from overseas. The 
Welsh and Scots, they 
claimed, tried to poach 


companies already located in 
their regions. 

As the row deepened amid 
Welsh and Scottish denials 
of any wrongdoing, Tony 
Blair, the prime minister, 
asked Margaret Beckett, the 
trade and industry secretary, 
to sort it ouL 

She was told to press 
ahead on negotiating a 
“concordat” that bad been 
promised in the devolution 
white papers to prevent 
competitive bidding and the 
wasteful use of public funds. 

This was controversial 
Grom the outset Welsh and 
Scottish ministers were 
determined to resist an 
over-centralised system 
which they feared would 
conflict with devolution and 
hamper their investment 
agencies, risking the loss 
of projects to other 
countries. 

A series of propaganda 
victories strengthened their 
hand. 

In December, Ron Davies, 
the Welsh Secretary, wrote 
to Gordon Brown, the 
chancellor of the exchequer, 
claiming the Welsh offer to 
bring Acer to Cardiff was 
£3m to SAm below that made 


THE GERMAN INFLUENCE 


Lower costs still prove 
to be a big attraction 


Peter Marsh listens to some of the 
reasons behind businessmen’s decisions 
to look to the UK for manufacturing 

Making German style luxury Supanova and Equinova 
motor homes in Wales tor brand names, are based on 
export to continental Europe chassis and engines bought 
sounds like selling coals to from Mercedez Benz and 
Newcastle - but this has MAN. 
been the ambition for the ”1 started out on this as a 
past five years of Gideon hobby and it has turned into 
Helmers, a 53-year-old a business,” says Mr Hel- 
re tired doctor. mers. who is managing 

Mr Helmers, a German cat- director and majority owner 
izen, set up hi s Ultra Mobile in Ultra Mobile. Its factory, 
company as a result of a in Minffordd, near Bangor, 
long-standing interest in up- employs 45 people and is 
market touring vehicles. looking to expand over the 
His venture is just one of a next few years to build up to 
long list of German invest- 100 vehicles a year, 
ments in Britain during the Like many other German- 
19906 by a range of big and owned companies in the UK 
small companies attracted to which are Involved with 
the UK by the possibilities of exporting, Ultra Mobile has 
entering the British market been hit hard by the rise in 
for specific products and ser- the value of the pound 
vices, and also by the coun- against the Deutschmark to 
try’s relatively low labour around DM3, compared with 
costs and general freedom Dm2. 2 in 1996. This has 
from highly regulated labour eaten into export margins, 
laws. “The currency change has 

Since the 1950s, cumula- been terrible, but because of 
tive German investment in our lower costs we still 
Britain by companies has reckon oar products sell for 
totalled an estimated 10 to 12 per cent under the 
DM50hn - with the com para- German competition when 
ble sums invested by British we sell in continental 
businesses in Germany only Europe," says Mr Helzners. 
about one-third of this. Also somewhat perturbed 
There are 1,500 German com- by the rise in sterling- is 
panies operating in Britain, Berndt Heller, managing 
of which 350 are in manufac- director of Heller, one of 
turing, and employing a Germany’s biggest machine 
total of 120.000 people. tool companies with 

After investment of about annual sales or about 
DMSm. of which about 40 per DM5£Xkn. 
cent has come from govern- Earlier this year Heller 
ment grants, Ultra Mobile is completed a DMIOm invest- 
this year planning to pro- ment in expanding its UK 
duce about 40 motor homes, production operations in 
selling for up to DM600,000 Red ditch, near Birmingham, 
each. Some 75 per cent of where from next year the 
output will be exported, with company should be produc- 
the Netherlands and Ger- ing machining centres val- 
many the main markets, ued at about DM60m a year. 
Costs are kept down through The factory employs iso 
a policy of sourcing compo- people and this figure could 
nents from around cantinen- rise to 200 m the next few 
tal Europe, while the homes years, depending on demand, 
themselves, sold under the says Mr Heller. Total output 



Berndt HeBor. a DMlOm expand has been made ***** 


from the plant could rise to 
up to DM300m a year, with 
most machine s destined tor 
export 

The rise in the pound has 
hit margins from production, 
although this has been miti- 
gated by the company's pol- 
icy of purchasing at present 
80 per cent of the compo- 
nents for the machines from 
continental Europe. This fig- 
ure. however, should go 
down to about 40 per cent in 
the next few years as Heller 
finds local component sup- 
pliers. 

"We have been very happy 
with our experience in 
Britain," says Mr Heller. 
“There has been a good will- 
ingness shown by the work- 
force." 

One of the motivations in 
establishing the new plant in 
Red ditch was to take advan- 
tage of Britain's lower 
labour costs. The company 
also wanted to set up a new 
operation outside Germany 
to try out new ideas in flexi- 
ble working for a new line of 
relatively small machining 
centres which the company 
favoured building away from 
its main worldwide factory 
near Stuttgart. 

Also happy with his com- 
pany’s activities in the UK is 
Gerhard Full, chairman of 
Linde, of Germany, the 
world's biggest producer of 
lift trucks. Linde took over 
the UK maker of lift trucks, 
Lansing Bagnall, in 1989, 
and has since expanded its 
operations considerably. The 
UK has nearly 8,000 Linde 
employees - more than any 
other country outside Ger- 
many. 

“We have had good experi- 
ence from Britain and we 
think the rise in the pound 
Is a short-term phenomenon 
and before too long it will go 
down again to about DM2£ 
to DM2.6." says Mr FulL 

Linde has expanded 
annual output of lift trucks 
from its plant in Basing- 
stoke, which employs about 
BOO, from 1,000 in 1992 to six 
times this figure last year. 
According to Mr FoH, jaT> 
duction could rise by 
another 20 per cent in the 
next few years, depending on 
market demand. 

In its UK operations, Linde 
has been protected from the 
biggest effects of the rise in 
the pound because of its pol- 
icy of bringing Into the UK 
many lift trucks tor sale in 
this country from its main 
plants In Germany. Like 
many other leading Ger- 
many industrialists. Mr Full 
is also banking that Britain, 
after its initial hesitation, 
will early in the next decade 
decide to join the single 
European .currency due to 
start next year. This should 
help further to iron out the 
effects of currency fluctua- 
tions. 





by the Northern 
Development Company, the 
north-east agency. The NDC 
doubted this but drew back 
from further allegations for 
fear of provoking a backlash 
that would damage the UK's 
image. 

Then a report by the 
House of Commons trade 
and industry committee 
found that while there was a 
“climate of mutual 
recrimination and mistrust”, 
there was little substantive 
evidence that wasteful 
“bidding up” had taken 
place. And in February, in 
response to a complaint by a 
north-east MP about the 
£247m state aid to LG. Sir 
John Bourn, comptroller and 
auditor general, found no 
rules bad been broken by the 
Welsh Office or William 
Hague, now Conservative 
leader, who was Welsh 
Secretary at the time. 

The concordat now 
emerging after months of 
negotiations is one the 
Welsh and Scottish offices 
find acceptable, but will 
meet with less approval in 
the English regions. One 
regional official said it 
“would not be worth the 
paper it was written on”. 

Mrs Beckett, backed by Mr 
Blair, originally said 
indicative offers of state aid 
would be cleared through 
her department's industrial 
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Wbrk Is progressing well on the U3 electronics site at Newport, an investment which caused tensions between rival interests 


development unit, which 
would include represen- 
tatives from all relevant 
departments. Instead, a new 
committee will be formed 
which will not be under the 
DTI's auspice. It may be 
based at the Cabinet Office. 

The committee will 
comprise one representative 
each from the Scottish, 
Welsh and Northern Ireland 
offices and the DTI, and 
possibly also from the 
treasury and department of 


environment, transport and 
the regions. 

It will examine projects or 
500 jobs or more, and will 
look at the total package 
including land, buildings 
and training as well as 
grants. 

It wflJ take a view on what 
size of package is reasonable 
for the type of project, and 
ensure it comes within 
treasury and European 
Union rules. 

A region or province 


would notify the committee 
if it was chasing a project 
above the 500job leveL If the 
committee received more 
than one notification it 
would call a meeting and set 
a suitable level of aid. A 
region would have to report 
back what had been agreed 
with a company, so the 
committee would know if 
the limit had been breached. 

The Scottish and Welsh 
offices believe this will make 
bidding more orderly 


without imposing 
bureaucratic delays in their 
agencies' ability to deal with 
investors. It avoids a DTI 
veto over their activities. 

One English official 
complained, however, that 
territories which accounted 
for only 15 per cent of the 
UK’s gross domestic product 
were dictating terms to the 
majority. “The cabinet is 
ruled by Scots. The DTI is 
very weak,” he said. 

Another said the 


agreement was the best that 
could be obtained, and (bat 
“a shot has been put across 
the bows of the Scots and 
Welsh over the past few 
months”. There have been 
no new disputes, and 
English complaints about 
alleged attempts io poach 
existing investors have 
declined. 

The issue may re-emerge 
after the Welsh assembly 
and Scottish parliament are 
established next summer. 
The boards of the English 
regional development 
agencies, due be created 
next April, may quickly 
become frustrated with their 
relatively smaller budgets 
and lack of wide-ranging 
powers to compare with 
those or Scottish Enterprise 
and the Welsh Development 
Agency. 

Simon Martin, assistant 
director of PricwnUThouse 
Coopers' inward investment 
group, works extensively 
with overseas clients. He 
argues that “the UK worries 
too much about internal 
competition", and that 
abuses of the system are few 
and far between. 

He says regions would be 
better off clarifying their 
objectives. 

Overseas investors already 
find the UK system 
confusing. Often they are 
approached by 

representatives from 
Scotland. Wales. Northern 
Ireland, the Invest in Britain 
Bureau, English regions and 
even English counties or 
cities. 

This could get even more 
complicated after devolution, 
he says, unless regions are 
clearer about the type of 
investment they want, 
instead of fighting over 
every prospect that arises. 
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Britain is the first choice for investment. 

Already over 3 3.000 companies from North 
America. Europe, Japan and ihe Pacific Rim have 
recognised the commercia’ advantage of Britain as 
a base. 

The Jm csr j_n Britain .Bureau is here lo liefpyour company 
locale or expand in Britain. 

for more information, p3ea.se complete and return the reply slip below, 


Please send more ^formation about how my company could gain a competitive advantage by investing ina UK location. 


Address. 


Company 

— - Tfttephnni* 

Return tec Steve Morris 
Invest in Britain Bureau 
1 Victoria Street, London SW1H 0ET 
let 0171 215 5687, Fax 0171 215 5681 
e-mail: stevejnoms@nbbjOffi^OTjjk 
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LABOUR 


Where workforces are winners 

The achievements are impressive, but yet more skills are needed to satisfy demand. Andrew Bolger reports 


Invest in Britain Bureau 
(IBB), the government 
agency that handles inward 
investment for the whole of 
the UK. is in no doubt about 
its principal selling point - 
the labour force. 

"The adaptability, the 
responsiveness of the British 
workforce, are always the 
first things that investors 
talk about,’’ says Andrew 
Fraser, chief executive of 
IBB. 

When Honda Motor last 
month announced it would 
build a new car range at its 
Swindon plant from 2002, 
Hiroshi Oku da, president of 
the Japanese carmaker, paid 
tribute to the “tremendous 
experience” the company 
had enjoyed in Britain. 

Mr Fraser says: “He effec- 
tively suggested the work- 
force and their achievement 
had earned that investment 
Motorola said similar things 
when it announced an 
expansion - again near 
Swindon.” 

The IBB boasts that the 
UK workforce is especially 
skilled in tbase sectors 
where foreign investment is 
most extensive - electronics, 
engineering, science, infor- 
mation technology, telecom- 
munications and finance. 
However, the general 


skills level of tbe UK work- 
force is not that impressive 
by international standards. 

About 7m adults have no for- 
mal qualifications. 21 m have 
not reached level three - 
equal to two A-tevels - and 
more t han one in five have 
poor literacy and numeracy 
skills. 

IBB does not deny there 
are difficulties, but accentu- 
ates the positive. Mr Fraser 
says: “The analogy is Alco- 
holics Anonymous - you 
can't begin to solve the prob- 
lem until you admit you've 
got a problem. What is very 
positive about our environ- 
ment - which is something 
investors respond to - is 
that we've acknowledged 
this is an issue and we are 
working in partnership with 
business to address it.” 

Some of the s kills short- 
ages are the result of the 
growth of the new communi- 
cation and information 
industries. 

"These industries are 
exploding at such a rate 
worldwide that everybody 
has a skills shortage,” says 
Mr Fraser. “It's bound to cre- 
ate pressure on s kills when 
you have such a rapid 
changeover of technology - 
the obvious one is the 
move from analogue to 


digital in electronics.” 

However, Mr Fraser also 
believes this dynamic situa- 
tion also offers great oppor- 
tunities to the UK. “We have 
in our midst a vast propor- 
tion of the world's greatest 
companies involved in these 
new technologies, we have a 
rapid changeover of technol- 
ogies taking place, and we 
have a government wholly 
committed to upgrading the 
skills base and retraining 
the workforce,” he says. 

Some inward investors 
seem to be quite satisfied 
with the skills already on 
offer. . Cadence Design 
Systems, a Californian sup- 
plier of software tools used 
in semiconductor design, 
plans to create 1,900 jobs at 
Livingston, west of Edin- 
burgh, by 2004. 

Jack Harding, Cadence's 
chief executive officer, says: 
"Our decision to come to 
Scotland was influenced by 
the fact that there is a first- 
class educational infrastruc- 
ture and a pool of highly- 
skilled and readily available 
engineering talent-” 

One of the XBB's less con- 
tentious claims is that UK 
labour costs are lower than 
in many other countries and 
generally competitive wi thin 
the European Union. Accord- 


ing to the US department of 
labor, hourly compensation 
costs for; manufacturing pro- 
duction workers of $14.19 In 
the UK compare with $17.74 
in the US, $21.04 in Japan, 
$19.34 in France, $24.56 in 
Sweden and $31-87 in Ger- 
many. In the . European 
Union, only Ireland ($1412) 
and Spain ($13.29) rank 
below the UK. 

Britain is particularly 
competitive relative to other 
European countries because 
of low “social costs” for 
employers concerning pen- 
sions, medical insurance and 
maternity provision. 

Tbe UK can also claim an 
industrial relations record 
better titan most of its com- 
petitors. Last year only 
235,000 working days were 
lost through industrial 
action - the lowest level 
since records began in 1891. 

Inward investors appear to 
be relaxed about tbe advent 
of a Labour government, 
even though it is legislating 
on union recognition and a 
national mini mum wage. 

When introducing the gov- 
ernment’s recent Fairness at 
Work white paper (policy 
document], the prime minis- 
ter promised that even after 
the. proposed changes 
Britain would still have tbe 


“most lightly-regulated 
labour market of any leading 
economy in the world”. 

IBB says Inward Investors 
can obtain maximum- value 
from plant and equipment 
by means of 24-hour, seven- 
day manning. It also stresses 
that employee entitlements 
to representation through 
works councils or trade 
unions are being introduced 
flexibly “with the interests 
of business in mind”. 

Mr Fraser says: “Most 
inward investors have in 
place European works coun- 
cil agreements or their 
equivalent, so this has not 
meant any change In their 
procedures and practices.” 

IBB also welcomes the 
implications for tbe skills 
base of the recent trend it 
has detected for the UK to be 
winning more “knowledge 
Jobs” - R&D, manufacturing 
and assembly operations. 

Mr Fraser says: "Flexibil- 
ity had perhaps become a 
euphemism for cheap. What 
inward investors are looking 
for is flexibility plus’ in tbe 
labour force - plus invest- 
ment, plus higher skills, plus 
higher productivity, plus 
higher technology. That is 
coming through in tbe 
inward Investment we’re 
winning 


THE VIEW FROM JAPAN 


Retrenchment fears unfounded at present 


Upheavals in Asian economies are hitting cororate profits, but yen 
continue to flow into Britain. Bethan Hutton reports from Tokyo 


Mitsubishi Electric's 
decision in April to close its 
Scottish television factory 
sent a shiver down the 
spines of regional promotion 
boards and inward invest- 
ment offices all over Britain. 
Could this be the first step 
in a series of Japanese 
retrenchments from the_.UK, 
prompted by economic diffi- 
culties at home? 

But. a few weeks later, 
Honda's announcement of a 
£450m new investment at its 
Swindon plant provided 
reassurance tbat Japanese 
investors were not about 
to desert the UK en 
masse. 

Some concern is not sur- 
prising. Japan, the first 
Asian “miracle economy", is 
now officially in recession. 
Domestic consumption has 
slumped, key markets else- 
where in Asia are shrinking, 
and the yen has depredated 
rapidly. These upheavals are 
hitting Japanese corporate 
profits, prompting restruct- 
uring and rethinking of busi- 
ness strategies. Unemploy- 
ment is rising in Japan, 
possibly leading to pressure 
on Japanese companies to 
Invest more in job creation 
at home than abroad. 

But. despite all this, there 
is no real sign as yet tbat 
these factors are affecting 
Japanese investments in the 
UK. 

In the case of the Mitsubi- 
shi Electric announcement, 
for example, the decision to 
withdraw arose from the 
products' declining competi- 
tiveness in the face of rapid 
technological innovation in 
the market, rather than 


Japan’s economic problems. 
Mitsubishi retains other 
investments in Britain. 

What is not always obvi- 
ous from abroad is that 
there is a clear division in 
Japanese industry between 
weak, inefficient, domestical- 
ly-oriented companies - par- 
ticularly in sectors such as 
construction - which have 
always been protected in tbe 
Japanese market, and the 
much stronger, leaner 
export-oriented companies. 

While the latter group of 
companies are undoubtedly 
suffering to some extent 
from sluggish demand in 
Japan, they are in a good 
position to cope. In fact, sev- 
eral of them announced 
record profits this year. Most 
of the large investors in the 
UK come from the latter list. 

This is in distinct contrast 
to South Korean companies, 
which have also made sub- 
stantial investments in the 
UK in recent years, some of 
which now appear to be 
threatened. In the case of 
South Korea, many of the 
largest overseas investors 
are also the most heavily-in- 
debted, and they have not 
developed the efficiency and 
competitiveness to shield 
overseas operations from the 
problems at home. 

In finance, too. it might 
seem that all the news com- 
ing out of Japan must be bad 
news for Britain, but that is 
not necessarily tbe case. It is 
true that a number of Japa- 
nese banks have been cut- 
ting back on their overseas 
operations, but in many 
cases, such as with Sanwa 
Bank, that has meant clos- 


ing smaller European 
branches and concentrating 
their efforts in London, 
which is still Europe’s lead- 
ing financial centre. 

In fact, the biggest disin- 
centive to Japanese compa- 
nies thinking of investing in 
the UK at the moment has 
nothing to do with the eco- 
nomic situation at home. 
Rather, tbe recent strength 
of sterling is causing them to 
think twice. 

Tbe pound’s rise against 
European currencies, as well 
as the yen, means that at the 
same time as investing in 
Britain becomes more expen- 
sive. Japanese- brand prod- 
ucts made in Britain are 
becoming less competitive in 
overseas markets. Encourag- 
ingly, in some cases, such as 
Honda, companies seem to 
have decided that the UK’s 
other advantages still tip the 
balance. Also, the depreciat- 
ing yen makes overseas reve- 
nue streams increasingly 
valuable at a time when 
domestic sales are falling. 

Another concern over 
future direct investments in 
the UK is the impact of 
European economic and 
monetary union, in which 
the UK will not be partici- 
pating initially. Several of 
the largest Japanese inves- 
tors have made no secret of 
the fact that they would pre- 
fer the UK to become a mem- 
ber of Emu in due course, 
and preferably sooner rather 
than later. Most have now 
accepted that the time is not 
yet right for Britain to 
embrace the euro, but if 
Britain decided not to join 
Emu in the next wave it 


could start to affect invest- 
ment decisions. 

Toyota's choice of France 
rather than Britain for its 
latest factory raised worries 

- (-particularly following 
sosofi comments by a senior 
Toyota executive on the sub- 
ject of Emu last year - that 
Price's earlier entry into 
EmH bad tipped the balance 
in fgvour of the French loca- 
tion. BuL.Toyota was quick 
to deny this, and emphasise 
that the UK still bad many 
pofeots in its favour despite 
non-participation in mone- 
tary union. Britain’s main 
attractions - skilled labour, 
an English-speaking environ- 
ment and strong government 
support for. investment - are 
still just as valid as they 
were five years ago. 

Toyota later announced 
plans to invest a farther 
£l50m in a north Wales fac- 


tory which will produce 
engines for the French pro- 
duction line. Expansion by 
Honda and Toyota should 
also continue to bring far- 
ther investments from Japa- 
nese car parts manufactur- 
ers which have followed 
their best customers to the 
UK. 

Japanese companies are 
long-established in ve s tors in 
the UK, and their British 
operations are often central 
to their European strategy. 
Japanese companies are also 
known for focusing more on 
long-term strategy than 
short-term considerations. 
So although the flow of large 
investments may slow down 
for a while, due to currency 
and economic consider- 
ations, Britain should have 
no need to worry that Japa- 
nese investors are about to 
take immediate flight 
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Delta Airlines 


London succeeds with 
its ‘unrivalled’ skills 


Delta Air Lines is so 
pleased wftb the 

performance of its London 
call centre, which sells 
tickets to 13 west European 
countries, that the US 

airline has just announced 
the transfer of its German 
operations to the UK. 

The 65 people currently 
employed In Frankfurt, 
who cover Germany and 
Austria, will be offered jobs 
in Delta's European call 
centre at Ealing in west 
London, which opened in 
1996 and now employs 
more than 200. 

The London operation 
was itself the product of a 
consolidation process 
which saw Z4 call centres 
reduced to two. However, 
Delta reroutes local calls 
and uses native speakers - 
so customers need have 210 
idea tbat calls are being 
dealt with outside their 
country of origin. A 
customer from Spain is 
a ns wered in Spanish - a 
caller from Barcelona in 
Catalan. 

This polfcy meant that 
the labour pool became the 
key factor when Delta was 
deciding whether to place 
its European call centre in 
the UK, Ireland or the 
Netherlands. 

Michael Boynton, Delta’s 
regional director of 
reservation sales in Europe, 
says the company took a 
very detailed, methodical 
look at all three locations - 
with no preconceptions 
about which would be best 
However, the unrivalled 
depth and breadth of 
London’s pool of 
native-language speakers 
was decisive. 

Ireland offered Jots of 
language graduates. But 
Delta felt that native 
speakers provide a level of 
country knowledge and 
ffnmmmrfpatinn «HH which 
could not be achieved 
through a university degree 
in languages. 

“Our number one mimvi b 
was making sure we had 
access to a large group of 
well-edncated, 
multilingual, native tongue 
speaking employees,” says 
Mr Boynton. “That brought 
us directly to the UK, and 
specifically to London.” 

Delta’s London can 
centre now handles 



Just the defeat: Delta's csB centre In London 


enquiries in 13 languages. 
More than 90 per cent of 
the sales agoris are 
graduates, and all speak at 
least two languages - more 
often, three. The airBne has 
also successfully advertised 
London-based jobs In Dutch 
and Swedish newspapers. 

Having attracted what it 
describes as “an excellent 
group of employees”. Delta 
is well aware that they are 
in demand from other 
employers in London. 

Sfr Boynton says: “Once 
we invest quite a bit of 
money in training these 
people, the last thing we 
want to do is lose them to 
another airline or another 
indnstry. Bnt we’ve been 
very fortunate in having a 
very stable workforce.” 

The main difficulty Delta 
faced was bringing together 
such a multicultural group 
of people in a relatively 
short time - many of whom 
had no experience in the 
airline industry, selling 
techniques or computers. 

Mr Boynton says: “Going 
through an extensive 
training programme was as 
challenging as we 
anticipated — and then 
you've got that for every 
language- But we’ve been 
able to meet the challenge.” 
Almost all the jobs at 


Ealing are fuD-time, and 
Delta offers what it 
describes asa 
“competitive” benefits 
package. Reservation 
agents earn between 
£15,000 and £22^00, plus 
pension, medical insurance, 
share options and flights. 

Mr Boynton says: “One 
advantage of consolidation 
is that we can take our 
people and, through 
training and experience, 
recognise the future leaders 
of our company. People can 
start out as reservation 
agents and work their way 
right up the organisation.” 

Delta does not have trade 
unions in the vast majority 
of its operations, including 
the London call centre. It is 
confident that Ealing will 
stay non-union - even 
though the British 
government is pledged to 
give employees the right to 
union recognition when a 
majority of a workforce 
vote for it. 

Mr Boynton says: “With 
what we offer, the job 
itself, the benefits package, 
the communication we 
have between the manage- 
ment and employees, we 
feel like it speaks for itself 
- there is no onion.” 


i 


Andrew Bolger 
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Sony 


Agency plays key role in making a dream come true 


“When I first arrived, oar 
dream was to employ 100 
people and produce 100 TVs 
a day: we now make 8,000 
TVs a day and employ 5,000. 
That’s quite an achievement 
isn’t iff” 

The year was 1973, the 
place Wales, the TVs Sony’s, 
and one of the Japanese 
company’s first, and 
proudest employees, is John 
Bevan, now senior PR 
manager. Over the past 25 
years, he has seen the 
company's shogun make 
eight reinvestments in 
manufacturing televisions 


in Wales and its two sites at 
Bridgend and Pencoed make 
the facility the biggest of 
Sony's European operations. 

Its last significant 
investment came at the end 
of 1996 when Sony invested 
£50m over three years in 
new cathode ray tube 
technology. At the time the 
chairman of the Welsh 
Deve lopment Agency 
(WDA), David Rowe-Beddoe, 
said the project was “vital” 
to tbe future of the 
company's Welsh 
operations. “This 
investment means that 


Sony’s plants in Wales will 
continue to be at the leading 
edge of the relevant 
technology,” he said. 

The WDA worked closely 
with Sony management both 
at Bridgend and in Japan to 
make the case for Wales, 
and grant aid to assist the 
project was provided by the 
Welsh Office. But, says Mr 
Bevan. tbe non-financial 
assistance provided was 
often far more significant. 

“If we were having trouble 
sourcing parts, or plant, or 
land, they would help 
facilitate our search.” 


The agency acts as a very 
efficient interface with the 
relevant local authorities or 
water, gas and electricity 
companies to provide 
writable in fr a structu re 
support. “We’re always 
working with the WDA, 
telling them about our 
future plans.” said Mr 
Bevan and. in the spirit of 
reciprocity, one of the 
agency’s most appreciated 
qnafities is the consistency 
of its help. 

Sony’s total capital 
investment in Wales since 
tiie company arrived in 1973 


now amounts to some 
£300m. According to a 
recent study conducted by 
Cardiff Business School, 
about 20,000 infrastructure 
jobs are now reliant on 
Sony. The company is 
currently looking to fill 
some 200 vacancies. 

Has the Asian turmoil had 
any effect on the UK 
operations? “No. none 
whatsoever,” says Mr 
Bevan. He points out tbat 
whilst when Sony first 
started in Wales all 
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THE VIEW FROM THE US 

Cost-efficient utilities are 

at the top of shopping list 


A deregulated UK market may provide 
lessons for companies from the across the 
Atlantic, says Tony Walker in New York 


■> 


■ % 


Big corporate takeovers in 
tbe US, each one seemingly 
bigger than the last, have 
captured the headlines 
recently, but acquisitive US 
companies are also setting 
records abroad, particularly 
in the UK 

In the six months to June 
this year US corporations 
had committed $26bn to 
takeovers of UK companies, 
compared with $23bn fear the 
whole of 1997. 

T .parting the push is Texas 
Utilities’ $6bn takeover offer 
for Energy Group, the elec- 
tricity supplier and coal min- 
ing conglomerate. 

Other substantial 
this year include Federal-Mo- 
gul 's £1.5bn acquisition of 
T&N. a manufacturer of 
automobile parts, industrial 
chemicals and building 
materials; and Bacardi's 
£l.lbn takeover of Diageo, 
the producer of Dewars 
whisky and Bombay gin. 

Richard Peterson of Secu- 
rities Data, the US-based 
agency which monitors take- 
over activity worldwide, 
says the surge in US interest 
in UK companies is “in lock 
step with the entire merger 
phenomenon’*. 

“This is not related to an 
industry or a geographical 
region,” he says. “It is a 
global phenomenon which 
f ulfils the strategic needs of 
US corporations.” 

Mr Peterson sees little 
likelihood of activity abating 
for the fima being. European 
Integration and moves 
towards a common currency, 
he believes, will enhance the 
continent's appeal to US 
investors, especially those 
companies which have 
exhausted prospects for 


expansion domestically. 

“Takeover activity in 
Europe, and UK In par- 
ticular, is already running at 
record levels: in an era of 
open markets and free trade 
there is little prospect of a 
slowdown.” he says. 

Cost-efficient UK utilities 
are proving particularly 
attractive to US investors 
following a restructuring in 
the early 1990s of tbe elec- 
tricity and other such sec- 
tors. 

Texas Utilities’ acquisition 
of Energy Group is the sec- 
ond mega-deal in than 3 
year and follows last year’s 
takeover of Yorkshire Elec- 
tricity by American Electric 
Power and New Century 
Energies. 

Chris Rowland, managing 
director of European utilities 
research for Merrill Lynch, 
says direct US investment In 
the electricity sector is being 
propelled by the foot that US 
utilities are quite “highly 
cashed- up” and looking for 
opportunities in regions 
which are “culturally and 
legally similar”. 

US companies are also 
attracted by an opportunity 
to gain experience from a 
deregulated UK market 
which has become much 
more competitive, offering 
increased choice for consum- 
ers. The us itself is heading 
in a gimnar direction. 

Indeed, Mr Rowland 
expects UK ntnwies to begin 
seeking opportunities in the 
US, reversing a trend of 
recent years in which traffic 
had tended to be one-way. 

In a research report Mr 
Rowland sees enormous pos- 
sibilities in the US which 
has Just begun, under new 


federal l e gisla ti on, a process 
of consolidation and 
restructuring of a "hi g hl y 
fragmen t ed" utilities sector. 

"The restructuring... is 
only just beginning, ” he 
reports. "Most European 
companies will look to the 
US as a means of achieving 
global ambitions. After a 
decade of privatisation, 
incentive regulation, compe- 
tition and cross-selling elec- 
tricity and gas supply, UK 
utilities with a strong cul- 
tural affinity to North Amer- 
ica seem particularly well 
positioned to exploit emerg- 
ing opportunities to the 

fan." 

The research report 
instances, as a sign of things 
to come, Scottish Power’s 

arm fmnrpmmt in April that 
it “came within a whisker” 
of launching a fan-scale bid 
for a US utility. 

Power Gen (UK) and Hous- 
ton Utilities (US) have been 
mentioned as potential 
merger partners. Such a 
union would create a $20bn 
giant, bringing UK competi- 
tive market skills to the US . 

But UK utilities, financial 
services and tha manufactur- 
ing sector are not the only 
areas which appeal to US 
investors. . 

US investment in the real 
estate sector last year surged 
to gTBQm, compared with just 
£80m the year before, hi fact, 
US investors are now among 
the most active in UK real 
estate: in 1997 they 
accounted for 19 per cent of 
non-domestic money, com- 
pared with the Germans’ 25 
percent. 

Among factors driving US 
interest in the UK is that the 
American real estate market 
is now providing fewer 
opportunities after the 
shake-out of the early 1990s. 
The strun g US dollar is also 
helping to propel US interest 


THE VIEW FROM TAIWAN 


European surge boosts UK 

Britain is ideally placed for manufacturing and distribution, writes Alan Xia in Taipei 


Taiwan's outward 
investments into tbe UK 
have continued to grow this 
year, fuelled by a sustained 
expert boom to Europe. 
“Because Taiwan's exports 
have performed so well in 
the EU in recent years it has 
become nearly indispensable 
for these companies to set up 
a manufacturing base 
there," says Mark Wahnsley. 
executive director far inward 
investment at the British 
Trade and Cultural Office 
(BTC) in Taipei. “Barring 
any major shifts in the EU 
economies it is a trend 
which will continue into the 
foreseeable future." 

Invest in Britain Bureau 
(IBB), the UK’s principal 
inward investment agency, 
and Taiwanese companies 
which have set up factories 
in the UK, cite a nu mber o f 
reasons for the UK’s strong 
showing, including competi- 
tive labour costs, low infla- 
tion and taxation, tbe conve- 
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nience of using English as a 
common language, low-cost 
utilities, and efficient, 
deregulated transport ser- 
vices. 

“Products assembled in 
the UK can be shipped to tbe 
mainland European markets 
within 24 hours.” says Alan 
Coffins, director general at 
the BTC in Taipei. 

The UK has also been suc- 
cessful in attracting Taiwan- 
ese investments because it 
has more science parks than 
any other EU state - which 
allows Taiwanese c ompani es 
to outsource production of 
some components locally — 
and free trade zones that 
provide tax credit and sim- 
plify customs procedures. 

This year, four Taiwanese 
high-technology companies 
have set up deals to estab- 
lish factories in the UK, led 
by Acer Peripherals’ £2Sm 
plan to assemble computer 
monitors in Wales. Tbe oth- 
ers are a £2Sm investment 


by ADI to build monitors 
near Newcastle, a Elm 
investment by Delta Elec- 
tronics to manufacture 
power supplies for personal 
computers in Scotland, and a 
£25m Investment by Foxcoud 
to assemble personal com- 
puter enclosures, also in 
Scotland. 

Overall, there are about 
100 Taiwanese Investment 
projects in the UK valued at 
approximately $lbn, with 
the 21 existing manufactur- 
ing projects creating the 
largest portion, of new jobs 
for local UK jobseekers. 

The four new projects 
signed up so far this year are 
expected to generate up to 
2,500 new jobs for local 
people, says the BTC’s Mr 
Collins. 

Of the 21 Taiwanese 
manufacturing projects in 
the UK and the four soon to 
join them, most are from the 
island's electronics and 
information technology 


sectors. 

During the first five 
months of this year the EU 
was the only trading partner 
with which Taiwan posted 
an increase in bilateral 
trade. 

But tbe UK will not need 
to worry about losing inward 
Investments to eastern Euro- 
pean states, says Joseph 
Hung, vice-president of mul- 
timedia displays at Acer 
Peripherals. “If we were to 
set iq> a factory in Hungary, 
far example, we would have 
to ship some components 
there from Taiwan via 
Amsterdam or Rotterdam, 
and after production ship 
products back to tbe EU 
market,” he says. 

In September the BTC will 
lead Taiwanese investors to 

annfhpr annual investment 

mtoglrm to the UK to tour 
potential greenfield sites. 
Last year the mission 
attracted 10 Taiwanese com- 
panies. 


Two are still making a healthy impact 


Inward investment projects 

in tend to recede 

into the background soon 

after the initial publicity 
lias died down- But two 
recent projects from Asia 
continue to mate an 

impact an the outside 

world. 

One is the Hyundai 
seimcnudactorplant at 

Dunfermline, Fife, and the 
other is the Chung Hwa 
Picture Tubes plant at 
EurocentraL the business 
aark at Mossend, 
Lanarkshire- Both occupy 
highly visible buildings 
u.e**** mntarwa 


Korea and unce rtainties in 
the memory drip market. 

Chung Hwa, on the other 
Tmwd, has kept out of tbe . 
timeligbt but should soon 
complete phase one of the. 
project and b already 
emplo y i ng 900 people. 

Tbe Chung Hwa plant 
makes cathode ray tubes for 
televisions and personal 
computers. The derision of 
Chung Hwa to establish a 
plant in Scotland was hailed 
as a triumph by the then 
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when it was announced in 
flie MHhmm of 1995. In 
terms of jobs it /was the 
largest single inward 
Investment project Scotland 
had ever won, and was also 

a substantial project in 
terms of capital investment. 

The project w as 
cons id ered attractive to 
Scotland to help complete 
tbe range of components 
available to computer 

maker s fa smeon Glen, as 

the Scottish electronics 
industry Is known. In 1994 
George Pe vHn, the 
managing director of the 
large Scottish plant of 


Compaq, the US personal 
computer maker, said: 
“Scotland should invest in 
malting c o mp ute r displays 
and monitors, tike from 
yesterday.” 

Ironically, the Chung Hwa 
facility is producing 
television tubes from its 
first production line, 
making them for Thomson 
(Fiance), Philips (the 
Netherlands) and other UK 
offshoots of Chung Hwa's 
parent company, Tatung. 
Tube numnfi ie iiirn«g for the 
computer market wfiQ hww 
later. The company does not 
say when phase one of the 
plant goes into full 
production, saying only that 
h will be “soon”. 

The Chung Hwa project is 
stffi the largest Taiwanese 
inward investment in the 
UK. In its anxiety to secure 
it, the Scottish Office is 
thought to have committed 
Itself to pay up to £80m in 
regional selective assistance 
anil other assistance to the 
Taiwanese company , with 
disbursement dependent 
partly on the creation of the 
promised number of jobs. 


Locate In Scotland hoped 
other Taiwanese companies 
would follow Chong Hwa to 
form part of its supply 
chain, or simply setup in 
Scotland because Chong 
Hwa had shown the way. As 
Crawford Beveridge, chief 
e xe c utiv e of Scottish 

B ai e ntt fag . the dev el op m e n t 

agency which runs Locate tn 

Scotland, has said: “We 
were hampered in trying to 
attract Taiwanese 
companies to Scotland 
because for a long time we 
couldn’t point to a company 
from Taiwan that had 
actually opened up in here.” 

One company that did 
■ follow Chung Hwa is 
Lite-On Technology, which 
makes computer monitors. 

It announced in 1996 It 
would set np a £40m plant 
dose to Chung Hwa, 
eventually employing 1,000 
people. The plant opened in 
1997. However, in May this 
year it sharply reduced 

output, made two-thirds of 
Its 350 strong workforce 
redundant and closed two of 
the three production lines. 
I8S 
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abroad. 

Other important dgaic tn 
the past year have included 
Xerox’s takeover of Rank 
Xerox of the UK for Elbn; 
Cendant 's £800m acquisition 
of National Parking; Cater- 
pillar’s purchase of Perkins 
Engines; »nd the Riark ; v fo?i ,> 
Group’s acquisition of the 
Savoy Hotel for £S50m. 

Finally, US direct invest- 
ment in the UK is pan of a 
strengthening trend for US 
corporations to seek oppor- 
tunities worldwide. 

According to the Bureau of 
Economic Analysis in Wash- 
ington, US direct investment 
overseas reached SlOObn last 
year, compared with $68bn 
in 1994. 

Europe last year 
accounted for about half of 
that amount and the UK 
share was 25 per cent of all 
US I n vestment into Europe, 
the highest for any one 
European c ount r y. 

This more or less pre- 
serves the UK share over the 
past five years: deregulation 
of UK markets under Mrs 
Margaret Thatcher and now 
imriw Mr Tuny Blair under- 
pins that trend. 

1 starting beneficiaries have 
been US investment banks, 
led by Merrill Lynch winch 
ha<; d omina ted US merger 
and acquisition activity in 
the UK. In the first quarter 
of this year Merrill served as 
adviser in $10bn worth of 
deals, ahead of Morgan Stan- 
ley and t j»hTn»n Brothers, 
according to Securities Data. 

Merrill Lynch itself also 
figured in the past year in 
one of the largest takeovers 
of a UK institution. Its acqui- 
sition of Mercury Asset Man- 
agement Group for about 
£3bn marked a farther leap 
forward by US financial 
institutions into the UK 
hanWnp and brokerage sec- 
tor. 
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Visteon 


Keeping a parent 
at arm’s length 
can be healthy 


This Is “the future” 
proclaims the tittle printed 
under one of the 
items in the visitors’ 
iHg p ia y cabinet at Ford’s 
automotive components 
factory in west Belfast 

The product in question 
is a plastic moulded 
throttle body - which 
controls the air intake to a 
car’s It is seen by 

Visteon - as the Ford 
Automotive Prodnct s 
Operation is now known - 
as a potential breakthrough 
as the company bids to 
increase its sates to car 
manufacturers outside the 
parent group. 

' “It’s really a commodity 
product; all fuel-injection 
systems need one,” says 
Vince Trupfcano, the 
34-year-old plant manager. 

The change of corporate 
identity - with a separate 
headquarters from Ford, 
even a different reporting 
for the financial 
results - is critical to the 
company’s expansion plans. 

The strategic realignment 
of Ford's business mrvefled 
last September - and Mr 
Trupiano’s own appoint- 
ment from May — 
with a more hopeful phase 
in local politics. 

Mr Triqdano has been 
with Ford since he left 

milMiilty tn WM»lp n , his 
home city, in 1986. He was 
just five-years-old when the 
TVoaliles started. Today he 
heads a workforce of 650 in 
what is one of the largest 
US investments in the 
province, with an estimated 
9200m sunk into the west 
Belfast plant since the early 
1960s. 

Be has fow complaints 
about working in Northern 
Ireland. For one thing, he is 


able to fulfil his Ufa-long 
ambition of driving rally 
care. One of his foremen is 
a fellow enthusiast. “He 
rallies at weekends and has 
to work overtime to pay For 
his engine damage.” 

Belfast is one of several 
Of Visteon’s UK operations, 
manu facturing, KomMin g 
and testing a variety of 
parts Tor what Is called tbe 
“powertrain” system - fuel 
injection components, 
water pumps, and throttle 
modulators. 

Hitherto, tbe Belfast 
plant dedicated 98 per cent 
of its production to 
supplying Ford, the parent 
company. Under the 
reorganisation, the aim is 
to generate np to 20 per 
cent of output for other 
customers. 

The target could take five 
years to realise - since last 
September Mr Trupiano 
estimates that the Belfast 
plant has increased its 
non-core sales to between 3 
and 5 per cent of 
production. Bat much of 
that was a contract with 
Yamaha for engine parts 
which eventually were 
reassembled as part of one 
of Ford’s own programmes, 
the three-door Puma coop6 
launched last year. 

“We did a survey of our 
customers, and they an 
agreed we had a lot to offer, 
bat we were too dose to 
Ford,” says Mr Trupiano. 
“It would be hard for ns to 
do business because we 
were perceived as direct 
competition.” 

The logic of Ford's move 
is dear-cut. By adopting an 
arm&Jength relationship 
Ford can outsource its own 
needs, reduce its fixed costs 
anil avoid the problems of 



Vince Trupiano: heads a workforce of 650 in Northam Ireland 


overcapacity when tbe 
market turns down and 
demand for cars falls. 

“We want our potential 
customers to *hfrnk of os as 
part of Ford for the good 
reasons bnt also to be able 
to deal with users with 
independence and clear 
confidentiality,” says Mr 
Trupiano. 

He insists ft is not just a 
defensive tactic, bnt has an 
industrial and design logic, 
too. He says the change of 
identity has allowed Ford 
to “shuffle tbe deck” of the 
company’s operations, 
creating new synergies 
without having to go 
through the painfal 
exercise of redundancies 


and closures. 

For Belfast, much hangs 
on the success of the plastic 
moulded throttle body, 
which Visteon hopes win 
replace the much heavier 
aluminium part used 
traditionally. It will also be 
cheaper. 

Says Mr Trupiano: “Look 
under the hood [bonnet] of 
any car and see all the 
power train controls. 
You’re soon going to see 
Visteon doing a whole 
engine system, the whole 
package. We feel with tbe 
resources we have we can 
get a big part of that 
market.” 

John Murray Brown 
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your teeth into 
|tiei European market. 

Wiifetfie-Wbrfd’s most lucrative marketplace just half an hour away 
- and yet positioned right on London’s doorstep, Kent is the ideal 
‘ location for companies dealing with Europe. 

Hundreds of companies, including Pfizer, Unilever, Kimberly Clark 
and Colonial, have already realised the commercial benefits 
of locating in Kent Have you? 


Locate in Kent 26 Kings Hill Avenue, Kings Hill, 

' West Mailing, Kent ME 19 4AE 
Tel: 01732 844244 Fax: 01732 8481 1 1 
www.LocateinKent.com . email lik@locateinkent.com 
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THE VIEW FROM SOOTH KOREA 


Domestic problems put projects on back burner 

- . a. 


The UK electronics sector in particular is likely to suffer as the chaebol pull in their homs to cope with the financial crisis, reports John Burton in Seoul 


It’s has been a case of "easy 
come, easy go” for South Korean 
investments in the UK. 

Only three years after Sam- 
sung Electronics led a wave of 
planned investments by Korean 
conglomerates with a £450m con- 
sumer electronics plant in 
north-east England, many of the 
anticipated projects have been 
put on ice as economic problems 
began to bite at home. 

• The LG Group has postponed 
for a year the biggest ever 
inward investment project in the 
UK, a large £1.7bn semiconductor 
plant to be built In Wales; 

• Hyundai Electronics has 
delayed indefinitely the construc- 
tion of its main European semi- 
conductor plant in Scotland. 


• Samsung has put off expand- 
ing its consumer electronics facil- 
ities at Wynyard. in the 
north-east, and dropped plans to 
add a chip plant there until the 
market improves. 

Subcontractors for the Korean 
chipmakers who planned to fol- 
low them into the UK have also 
cut back or cancelled invest- 
ments. Meanwhile, other South 
Korean investors ha ve gone 
bankrupt, including Hal] a. which 
manufactures fork-lift trucks in 
Wales, and Jinro, which has a 
Joint-venture whisky business in 
Scotland. 

Korea's financial crisis could 
yet erase much of nearly $7bn 
that Korean companies had 
planned to invest in the UK. 


which accounted for nearly two- 
thirds of total expected Korean 
investments in the EU. 

The delays represent an embar- 
rassment to the former Conserva- 
tive government, which hailed 
the Korean projects as a triumph 
of the UK’s inward investment 
strategy. Wiliam Hague's even- 
tual ascent to the Tory leadership 
was given a boost when, as secre- 
tary of state for Wales, he visited 

Seoul in 1996 for the LG invest- 
ment announcement 

The Korean conglomerates, or 
chaebol, have been forced to curb 
overseas investments as the 
nation’s economic crisis, which 
caused Seoul to ask for a $S7.5bn 
bailout from the International 
Monetary Fund (IMF) last Decem- 


ber, exposed the debt-heavy 
industrial groups to severe fired- 
ing shortages. 

The chipmakers were depen- 
dent on overseas financing for 
the UK plants, but foreign banks 
have been reluctant to lend 
because of the corporate financial 
problems. 

Another reason why Korean 
investments in the UK is that the 
projects are heavily concentrated 
in the electronics industry, which 
is subject to sharp cyclical 
swings. 

Korean chipmakers have been 
suffering from a global glut of 
memory chips, which has led to 
sharp price falls and net losses 
last year. With poor cash-flow, 
the chipmakers have been forced 


to cut total planned investments 
by 66 per cent for 1588. 

This Is likely to force Hyundai 
to scale back the Scotland facility 
even it eventually goes ahead. 
Hyundai or iginally planned to 
make both 64-megabit D-ram and 
next-generation 256-megabit 
memory chips there, but it con- 
cedes that the 64-megahlt chip 
project will be abandoned 
because the semiconductors will 
be oat of date by the time it had 
proceeded with the plant. 

At least one of the proposed 
chip plants in the UK could be 
cancelled If there is a consolida- 
tion in the Korean chip industry 
among the nation’s big three pro- 
ducers. 

The Seoul government has 


already mooted the idea of LG or 
Hyundai transferring control of 
their business to Samsung Elec- 
tronics, the domestic leader, in 
an asset swap to promote indus- 
trial rationalisation and reduce 
excess capacity. 

.Hyundai is the most indebted 
a Tnrtng the three with es timated 
debts of eight times equity, 
according to ABN Amro fn Seoul, 

while LG is considered vulnera- 
ble because it Is the smallest. 
Hyundai LG also have less 
efficient plants than Samsung, 
measured to terms of production, 
yields. 

A recent Korean accord with 
the EU on anti-dumping mea- 
sures for semiconductors has also 
removed an Incentive for the 


chipmakers to enter the UK. 
which was planned to avoid pos- 
sible EU trade barriers. 

In the meantime, no other 
South Korean industries arc 
expected to invest soon in the UK 
because of financial problems 
and a preference for emerging 
markets, where production costs 
are cheaper. Overseas invest- 
ments by Korea's steel and -petra 
chemicals companies are concen- ‘ * 
trated in Asia, while its 
shipbuilders are staying at home 

Korean carmakers have 
matched the electronics compa- 
nies in overseas expansion, but 
they have been establishing 
plants in developing countries 
because of their market growth 
potential and low labour costs. 


CASE STUDY 


Samsung 


Confidence not 
easily shaken 


■3/RGrv* THE VIEW FROM GERMANY 

West Midlands popular 
as manufacturing base 


If there is alarm in the 
north-east of England about 
the future of Samsung, the 
Sooth Korean electronics 
giant that employs 1.300 
locally, few people are 
showing it 

Everybody agrees it is bad 
news that the company has 
put off long-term plans to 
create many mere jobs in 
the region; the north-east 
has one of the highest 
unemployment rates in the 
UK despite its success in 
winning foreign investment. 
However, the region 
believes that Samsung wiQ 
spend more money in 
the north-east once South 
Korea's economic problems 
have been resolved. 

The company has built 
strong links in the region in 
the 11 years since it first 
built a plant on Teesside 
and says it still sees the 
north-east as its principal 


manufacturing centre in 
Europe. Samsung is also 
seen as stronger in its 
global markets than many 
other South Korean 
companies that have 
invested in the (JK. The 
view is that if anyone is 
going to survive, Samsung 
wilL 

Samsung itself is eager 
not to be Judged as a 
company that has let down 
the region. 

It has issued statements 
pointing out that it has 
already spent E130m of its 
planned £450zn investment 
in the north-east with a 
training centre and two 
factories in Wynyard Park 
on Teesside, and another 
factory in nearby 
RiHin gfiam. The three 
factories make microwave 
ovens, PC monitors and 
colour televisions for the UK 
and European markets. The 



.4 


Andrew Fisher reports from Frankfurt 
on an attachment which is enduring 
the pressures of a strong pound 


Some 80 per cent of Sangsung’s production on Teesside Is exported, mainly to contt ientai Europe 


second phase of Samsung's 
planned investment, to 
produce PCs and fax 
machines, have been 
“postponed and not 
cancelled". 

Nobody yet knows what 
will emerge from the Asian 
crisis, least of all from 
South Korea, where a highly 
geared business sector has 
all but collapsed under its 
own weight. “We are 


waiting and watching 
developments in Korea.” 
says Tony Henderson, 
Samsung's communications 
manager. 

The p erfo rma nce of the 
the economies of the UK and 
the rest of Europe are being 
watched, too, albeit with 
less anxiety. In January, 
Samsung laid off 100 
contract workers at 
Wynyard Park because the 



The right environment 
for growth 


Today's life sciences and technology sectors 
depend on the right conditions for sustained 
growth and competitive advantage. To exploit 
innovative business ideas you need high quality 
commercial advice and relevant sector experience. 

As experts who specialise in helping emerging 
businesses and technologies, our Cambridge team 
has a reputation for advising many of the region's - 
and the country's - most successful younger 
companies. As Founders of the Cambridge 


Network, we are also committed to the region's 
future business expansion. 

Whether you need access to capital markets, cross 
border venturing and corporate or personal tax 
consultancy - nationally or internationally - the 
Arthur Andersoi Technology and Enterprise team 
in Cambridge will help you generate the right 
environment to grow your business. Call us on 
(44) 1223 353906 or email us via 
fred.halisworth@ukrfirfrurandersexuxnn 


PC market turned down 
more sharply titan the 

«w»p«»y P x pn nt m d oftr*- Hip 

Christmas rush. The 
strength of sterling was also 
a factor, says Mr Henderson. 

Samsung's operations in 
the north-east were 
flourishing until 
developments in the UK and 
Asia applied a brake. Earlier 
this year, the company went 
ahead with plans to 
assemble printed circuit 
boards within its computer 
monitor factory, and In 
April It won a Queen’s 
Award for Exports. 

More than 80 per cent of 
the company's Teesside 
output is exported, mainly 
to continental Europe. Last 
year, exports from the UK 
rose to £20 7m from £177m 
in 1996 and £70m in 1995. 

Its top export markets are 
Russia, Germany, Spain and 
the Netherlands. Last year 
the company established 
new markets in India, the 
Czech Republic, Slovenia 
and Ukraine. It has also sold 
some of its UK output in 
North America. 

Samsung has forged links 
with local universities and 

agencies, including the 
training and enterprise 
councils, and with the 
Northern Development 
Company, the organisation 
that has spearheaded 
regeneration through 
inward investment in the 
region. 

David Bowles, the NDC’s 
operations manager, says 
Samsung’s investment has 
been important not only for 
the jobs. “The psychological 
effect of having a major 
company like Samsung in 
the region is important, 
too.” 

One direct spin-off was the 
move to the north-east of 
England of three smaller 


South Korean companies 
that make components, 
including metal pressings 
and plastic moulds, for 
Samsung. The NDC has 
helped identify UK 
suppliers. 

Sheila Jones 


German industry’s 
attachment to Britain 
remains undimmed by the 

gtrenp th of s terling- Shw» the 

baric reasons for companies 
crossing the riimnnai have 
not changed as the currency 
has soared. For companies 
already established, the 
strong pound even brings 
advantages by enhancing 
their profits in D-Mark 
terms. 

Around 1,500 German 
companies have subsidiaries 
in the UK, which is 
Germany's second biggest 
foreign investment choice 
after the US and just ahead 
of France. The number of 
companies doing business 
with the UK. whether 
through exports or sales 
from local operations, is 
some 154)00. 

“The picture Is positive.” 
says Bemd Atensiaedt. 
deputy director general of 
the Gennan-British Chamber 
of Industry and Co mm erce. 
“Britain is a very big market 
and very receptive to 
German products. This will 
continue.” 

The main reason German 
business chooses to locate in 
the UK is the need to be 
present in the market This 
is especially true for 
companies supplying the 
motor industry, where 
just-in-time delivery is a way 
of life. 

“German investment in 
the UK is still heavily biased 
towards manufacturing and 
centres on Germany's 
mainstay export industries 
such as mechanical, 
engineering, electricals, and 
chemicals,” says Peter 
Englert, Investment officer 
at the British Consulate in 
Munich. 

Thus the West Midlands is 
a popular location for 
German companies, since 
much of UK manufacturing 
industry has its base there. 
Other favoured locations 
Include south-east England, 
where the emphasis is on 
service industry and sales 
office activities, the East 
Midlands. Yorkshire and 
north-west England. 

German household names 
are strongly represented in 
Britain. where the 
reputation of German 
products is high ar^ profit 
margins - at least on 
consumer goods - tend to be 
higher than at home. 
Engineering quality and 


design appeal are vital 
ingredients in the success of 
German cars, for example, 
notably in the up-market 
region Inhabited by Audi, 
BMW, Mercedes-Benz and 
Porsche. 

Recently. Volkswagen, 
which owns Audi, has 
moved aggressively to 
expand its position in the 
UK with its successful offers 
for Rolls-Royce Motor Cars 
and Cosworth engines. It 
outbid BMW - which said 
ruefully it wanted to buy 
Rolls-Royce, hut “not at 
any price” - and promised 
that the luxury carmaker 
would remain a British 
company under British 

mnnagpm pnl 

At £479m the price of VWs 
purchase of Rolls-Royce from 
Vickers is one of the larger 
investments by German 
companies in the UK. VW is 
also paying £120m for 
Cosworth. which will build 
engines for Rolls-Royce and 
Audi. 

Since BMW already owns 
Rover, the VW move 
underlines the attractions 
for German motor concerns 
of both the British market 
and its high-profile marques. 

Outside the motor sector, 
some of the biggest investors 
in Britain are the Siemens 
electrical and electronics 
group, Bosch in automotive 
supplies, the Gehe 
pharmaceuticals wholesaler. 
BASF cham irate and Linde'S 
lift-truck unit There are also 
a bast of smaller companies 
active in the UK. German 
banks have also spent 
heavily in the UK on 
investment banking and 
fund businesses. 

Last year, German direct 
investment in the UK 
totalled DM4.6bn, about 9 
per 'cent of Germany’s 
worldwide foreign 

investment. German 

investment in Britain was 
slightly down on the 1996 
level of DM4.7bn and far 
behind the DMllbn of 1995, 
which included several big 
German takeover deals. The 
figures do not include profits 
reinvested in the UK. 

Adding to the attractions 
of the British market has 
been the pro-business stance 
taken by UK g overnments, 
especially at a time when 
Germany's economic reform 
efforts have been hobbled by 
political tussles. “The tax 
situation is more favourable 


t>»»n in Germany, wage and 
benefit levels are more 
favourable [to industry! and 
pl anning permission is less 
time-consuming.'’ says Mr 
AtenstaedL 

Siemens, for example, 
needed only a few months to 
obtain planning permission 
in 1995 for its Sl.lbn 
semiconductor plant in 
Sunderland, north-east 
England. In Germany, this 
would have taken much 
longer. Also important was 
Britain's flexible labour 
market, again a contrast to 
Germany. 

Siemens, which has just /3s 
announced a restructuring 
of its UK telecommunica- 
tions activities, is typical of 
German companies to taking 
a long-term view of its activ- 
ities. Thus the rise to ster- 
ling does not worry it 
unduly. Economists anyhow 
expect the UK currency to 
weaken eventually since the 
current high rate is obvi- 
ously unsustainable and eco- 
nomically damaging. 

Next year, with the begin- 
ning of European monetary 
union, the euro will replace 
the D-Mark and the curren 
cies of the other 10 Emu 
members. Yet the fart that 
Britain will not be a founder- 
member of Emu does not 
mean UK companies can 
happily ignore the euro. 

Since leading German 
companies such as Siemens 
intend to use the euro from 
the start - national notes 
and coins will circulate until 
2002, though their value will 
be tied to the single cur- 
rency - British companies 
will have to take account of 
this. Those prepared to ' 
invoice their German busi- 
ness partners in euros may 
have an advantage. 

“Business will introduce 
the euro and politics will fol- 
low later." believes Mr Aten- 
staedL "It will be a fact of 
life before politicians make 
up their minds. A number of 
British companies are work- 
ing very actively on the 
euro.” 

German companies have 
not so far shown too much 
concern about whether 
Britain joins Emu. Since 
Mittelstond (medium-sized) 
companies usually allow 
their UK operations to run 
as semi-independent cost 
and revenue centres, cur- 
rency risk and transaction 
costs are not that important 
However, if the conse- 
quences of Britain staying 
out of Emu prove adverse 
over the longer term, Ger- 
man industry could well 
start to worry. 
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The Sony dream 


Continued from Page 4 


Graham Nattrass 
Taxation 


Fred Hallsworth 
Corporate Finance 


Stuart Henderson 
Assurance and Business Advisory 


.Arthur 

Andersen 


Arthur Andersen is authorised by the Institute of Chartered Acarunhnih m England and Wales to carry on btPestnunl business. 


supplies came from Ja pan , 
85 per cent of its supplier 
base is now within Europe 
and just 10 pa - cent in Hong 
Kong and other parts of 
south-east Asia. 

With assistance from the 
WDA’s “Source Wales” 
programme Sony buys in 
components and services 
from 40 Welsh suppliers. 

The programme identifies 
and vets local suppliers. 

Out of Sony's workforce erf 
almost 5,000 only about 50 
are Japanese. Two are 
senior directors, working 
alongside other British 
directors, while the majority 
are engineers, some 
reporting to British 
managers. 

“As a global company it's 
very important to keep 


ahead,” says Mr Sevan. "We 
have a constant stream of 
people coming over from the 
design centre fax Japan to 
update technology.” The 
Welsh operation currently 
has 7 or 8 of its people 
working in Sony design 
centres abroad. 

As one of about 50 
Japanese companies in 
Wales Sony has played its 
part in m a kin g the social 
environment comfortable 
for its expatriates by 
helping to set up a 
Japanese School and being 
involved in the Wales/Japan 
Club. 

But Mr Bevan stresses 
that the Sony principle is 
for each individual factory 
to adopt to the culture of the 
people around tt. 

Michelle Reynolds 


Financial Times Surveys 

Ireland 


Tuesday September 22 


For further information please cGntaet: 

Charles Blandford in Dublin 
Tel: +353 1 676 11S4 
Fax: +353 1 676 2125 
email: chasb+tindigaie 

Haj Haffejee in London 
Tel: +44 171 873 4281 
Fax: +44 171 873 4SG2 
email: haj.haffejee^FT.com 
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High-tech sector has a broaier base this time 


The city now has the benefit of experience to succeed in 
becoming Europe’s Silicon Valley. Brian Groom reports on the 
progress made since the disappointments of the 1980s 


Cambridge faces a question 
to which the whole country 
awaits an answer can it 
succeed at the second 
attempt to become Britain's 
- and Europe’s - version of 
California’s Silicon Valley? 

The much-trumpeted 
“Cambridge Phenomenon" of 
the 1980s ended in 
disappointment when 
recession arrived and 
promising companies 
shranfc, failed or were tz&en 
over. Now it has a second 
chance to show it can turn 
brilliant university research 
into global, high-technology 
Industries. 

This time the city's 
high-technology companies 
are broader based- They 
include biotechnology, 
telecommunications, 
information technology and 
electronic engineering as 
well as computing. 
Microsoft's decision last year 
to locate a £50m research 
centre in the city was a vote 
of confidence. 

To succeed, however, 
Cambridge must resolve two 
issues. The first is whether it 
really wants large-scale 
development. The medieval 

city is already creaking 

under the pressure of traffic 


congestion, rising house 
prices, and demand for 
services such as health and 
education. Many argue that 
“Cambridge is ffilT. 

The second is whether 
Cambridge’s high-technology 
entrepreneurs now have the 
management talent, access 
to capital, and sophistication 
to turn their busin e ss e s into 
world-beaters. 

By common consent, the 
innocence of the 1930s has 
given way to experience. 
“Success was skin deep then. 
Now Cambridge companies 
are better able to judge 
whether their best 
opportunities lie in licensing 
or partnership rather t ha n 
manufacturing,'' says Nigel 
Brown, senior partner of NW 
Brown, a financial services 
company. 

Hermann Hauser, the 
entreprenem-turned-venture 
capitalist who has been 
“godfather” to dozens of 
Cambridge enterprises, sees 
hope. “We could build an 
area around Cambridge of 
the same order of magnitude 
as Silicon Valley, from 
Stansted In the south to 
Alcoribury in the north, not. 
In five or 10 years but maybe 
in 20 or 30.” 


Cambridge’s 
high-technology sector has 
shown resilience and grown 
steadily. Its dip in the early 
1990s ultimately proved less 
severe than was feared. It 
has below-everage company 
failure rates, and small 
companies have begun 
maturing into medium-sized 
ones. 

Compared with Silicon 
Valley, though, Cambridge’s 
performance is “abysmal”, 
says Mr Hauser. Silicon 
Valley's high-technology 
workforce numbers 480,000 
oat of a population of 23m; 
Cambridgeshire has nearly 
80,000 out of 703,000. Silicon 
Valley's exports are 20 times 


Cambridge has a long way 
to go. It remains Europe’s 
leading entrepreneurial 
high-technology centre but 
Oxford, which got off to a 
slower start, is catching up. 

Cambridge has also bad to 
endure the ignominy of 
seeing last year's stock 
market flotation of Ioniea, 
its first billion-dollar 
company, torn into a fiasco 
as a sales warning after Just 
’{bur months was followed by 

top management changes, a 
collapse in investor 


confidence, and the search 
for a rescue. 

Hindsight gives everyone 
their own theory about 
where the wireless 
telecommunications 
company went wrong, bet 
Mr Hauser gives an honest 
answer. “This is a high-risk 
business. You get ups and 
downs, hi Silicon Valley you 
get oodles of companies like 
Ioniea. We were a bit 
unlucky that our first 
bilUon-dollar company had 
this problem.” 

There will be other 
bHUon-dollar companies, he 
believes. The current 
candidate is ARM Holdings, 
which designs “embedded" 
chips to run gadgets such as 
hand-held computers, 
“smart” telephones, fax 
modems, cars and 
videogame machines. It was 
successfully floated on the 
London Stock Exchange and 
the US Nasdaq market in 
ApriL 

Robin Saxby, its chairman 
and chief executive, refuses 
to think about the 
billion-dollar or 

billion-pound prospect. “In 
this game you are as good as 
what you can deliver this 
week. I hope we don’t get 
complacent," be says, but 
adds: “Having said that. I am 
ami smiling. " 

A number of factors have 
unproved Cambridge's 
chances of success. 


Improvement 
communications 
mean it is less 


where In the Id a 
company is baset ess to 
capital has beer roved 
by the growth of. iq and 
the UK’s A ative 
Investment Marki m). 

Share option sc s that 
can tain entrepns into 
millionaires have ted to 
tempt experience* lagers 
from larger conies to 
join. Canige’s 
high-technology 1 s have 
learned from own 
mistakes. And, a ly, big 
companies now >k to 
smaller ones irovide 
innovation throuj ■ategic 
partnerships. 

Against that, bridge 
still faces a s ge of 
skilled mana and 
deal-makers. Thee gaps 
in the ventu apital 
network, despite efforts 
of groups su< ls 31, 
Cambridge Res i and 
Innovation, ntum. 
Prelude and M laser's 
recently-created . eus, to 
which Micro has 
contributed. And : is the 
crucial issue c inning 
restrictions. 

This came to 3d last 
autumn wht South 
Camhridgeshir istrict 
council refhsec Ucome 
Trust permissiojtmlld a 
science park wl would 
create 1,000 jobst to its 


world-leading human 
genome research site at 
Hinxton HaH Coupled with 
similar refusals to the 
Babraham Institute of 
Animal Physiology and 
Scientific Generics, this 
crystallised the conflict 
between the high-technology 
sector’s ambitions and the 
feais of local residents about 
the growth of housing, 
traffic and development 
The high-technology entre- 
preneurs realised, however, 
that these pressures had to 
be addressed. It was a key 
factor behind the launch of 
the Cambridge Network, the 
brainchild of a group includ- 
ing Mr Hauser. Sir Alec 
Broers, vice-chancellor of 
Cambridge University, and 
David Cleevely, managing 
director of Analysys, the 


telecommunications consul- 
tancy, which aims to find 
ways for Cambridge to fulfil 
its potential. 

It has produced a report, 
Cambridge 2020, which 
argues that information and 
communications technology 
holds the key. Using its 
potential, companies could 
be persuaded to locate in 
surrounding towns rather 
than in overcrowded Cam- 
bridge. Public authorities 
could encourage their staff 
to “telework" by computer 
or video link. Educational 
establishments could offer 
“telelearning". Doctors could 
conduct “telemedicine" to 
make diagnoses from a dis- 
tant hospital. All these 
would reduce car travel and 
the need to build offices and 
homes on environmentally 


sensitive sites. 

Sir Alec Broers warned 
recently that Cambridge bad 
“a small window of opportu- 
nity, which will not last 
more than another couple of 
years” to formulate a strate- 
gic business plan to solve its 
problems. The clock is tick- 
ing. 

What is evident, however, 
is a will to tackle these 
issues. Says Mr Cieevely: 
“The thing that is different 
now to anything f have seen 
in Cambridge is the level of 
enthusiasm. There is a mood 
that we are going to do 
something about this. We 
just can’t allow the dribs 
and drabs and small scale of 
this place, and the disorgan- 
ised face we put out to the 
world, to dominate the next 
20 years." 



BRADY 


DERIVATIVES AND METALS TRADING SOLUTIONS 
BUILT IN CAMBRIDGE, DELIVERED WORLDWIDE 

www.bradyplc.com 

Telephone. : +44(0)1223423250. Fox: + 44(0)1223 42030 2. Email; infofcbnKlyplc.co.uk 
Brady pic. Cambridge Science Park. Cambridge. UK. 
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WORKING WITH CAMBRIDGE 
EVERY STEP OF THE WAY 

Hewilson Becke + Shan’ is a Cambridge firm that has flourished with 
the city. 

Part of die Phenomenon, now pan of the Network. 

Cambridge k reputation reaches well beyond the UK, so docs that of 
Hewilson Becke + Shaw. 

Cambridge has achieved excellence in high-tech research and 
development; we have achieved excellence in legal services to high-tech 
industry. 

Cambridge is leading edge - so are we. 

For further information, please conwct Lewis Isaacs, Hewilson Becke + 
Shaw, Shakespeare House, 42 Newmarket Road, Cambridge CBS SEP. 
Tel -01223 461 fSS E-mail - lewisisaacsta'hewitsons.coni 
Web site - www2ibsbw.co.uk 
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UNIVERSITY 


Heading west to compile 
with the US ‘ivy league 


American sponsorship is helping to set up 
new facilities away from age-old colleges. 
Simon Targett reports 


The tourist bus seems to go 
a long way from the centre 
of Cambridge to reach the 
American Cemetery where 
Glenn Miller, the band 
leader from the roaring for- 
ties, is remembered. 

Madlngley Road, which 
passes through fertile farm- 
land. transports the sight- 
seer far from the usual post- 
card emblems of the 
university city. King’s Col- 
lege chapel, the punts on the 
winding river Cam, and the 
“Backs". 

Yet, by the second decade 
of the new rnfllenniuni, this 
rural byway is set to become 
the main thoroughfare of the 
university. This is because 
Cambridge is going west. 

Earlier this year, the uni- 
versity unveiled plans to 
develop the so-called "West 
Cambridge" site, which is 
spread over 60 hectares near 
the Mil and is located 
halfway between the city 
centre and the American 
cemetery. 

But this movement west- 
wards is not just geographi- 
cal - it is cultural, too. 

Cambridge, ranked top in 
this year’s FT survey of the 
best British universities, is 


looking to compete with the 
leading US “ivy league" 
institutions such as Harvard, 
Princeton, Stanford and the 
Massachusetts Institute of 
Technology. 

Much of the sponsorship 
for the new development is 
coming from US benefactors 
and businesses. 

It is partly for this reason 
that the site, which will 
house the university's state- 
of-the-art science and tech- 
nology complex, has been 
dubbed Cambridge’s “MIT by 
the Mil". 

This is a radical plan, and 
some dons are already voic- 
ing alarm that the move 
could sever their age-old 
links with the colleges. Yet, 
to a large degree, the univer- 
sity’s centre of gravity has 
been shifting westwards. If 
slowly, for several years. 

Churchill College, a sci- 
ence-oriented college 
founded in 1960 as the coun- 
try's memorial to the war- 
time leader, who wanted to 
establish a MTT-style Institu- 
tion In the UK. is sited along 
Madingley Road. 

The Stdgwick site, where 
the arts buildings are based, 
recently welcomed the Nor- 



man Foster-designed law 
library, and the divinity fac- 
ulty. currently positioned 
along Trinity Street in the 
heart of the old market 
town, is set to move there 
next year. 

But Sir Alec Broers. the 
vice-chancellor and former 
IBM executive, is overseeing 
an acceleration of the gravi- 
tational drift westwards. 

A new £40m Centre for 
Mathematical Sciences is 
being built near Churchill 
College, allowing toe faculty 
to vacate cramped Victorian 
buildings in the city centre. 
The funds for the £20m 
phase - which should be 
ready by January 2000 - 
have been raised from van- 



IENCE 


An emerging pharmaceutical company which uses its diverse 
technology platform to discover and develop novel 
medicines for improved healthcare. 

■ Established in January 1992 on Cambridge Science Park 
with 45 employees, now with over 300 employees and 
located in Cambridge, Stevenage and Seattle, USA 

■ Chiro science has three principal activities, Chiroscience 
R&D, Rapigene and ChiroTech: 

• Chiroscience R&D focuses on the discovery and 
development of innovative small molecule drugs and 
related diagnostics with a therapeutic focus on 
cancer, inflammation, pain, osteoporosis and 
autoimmune diseases 

• Rapigene is involved in the creation and provision of 
genomic technologies and services to partner 
companies and to Chiroscience R&D’s drug 
discovery programmes 

• ChiroTech provides chiral technology services to 
customers within the pharmaceutical and related 
industries, including Chiroscience R&D 

Chiroscience Group Plc • Cambridge Science Park 
Milton Road • Cambridge CB4 4 WE 
Telephone 01223 420430 • Fax 01223 420440 

Visit our website at www.chiroscience.com 



More then 25 years on 

it is still the UK's foremost Science Park 

Cambridge Science Paifc houses 65 companies, 8 of which hm achieved stock Mirim Hotnion 
Ow AW0 people work there - and h Js stffl jpowfngl 

The Cambridge Science Park 

founded by Trinity College 

The Cambridge Science Park is managed by Bfchvells 
Far further d eta ils telephone Cambridge (012231 841841 
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Sir Alec Broers 


Vice-chancellor’s 
vision stands out 


OUS enable foundations 
and factors, including 
Charlorfleld, a milli on- 
aire yoade his fortune in 
Califts Silicon Valley. 

Petoddard. master of 
St JoCoDege, who beads 
the re’s fund-raising 
camp and taught Mr 
Corfiis an undergradu- 
ate. "This could help 
riamge become an 
lmpc, , not just an 
expoi ’of mathemati- 
cians 

Tttitre - drawing on 
toe features of rival US 
insb^in Berkeley, Min- 
nesoid* Santa Barbara - 
is dftd as a magnet for 
talej' a way of reversing 
the i drain. 

Tlis also, to some 
degibe thinking behind 
the ft Cambridge” site. 
It ajS to be working. 

Lfear, Microsoft, the 
US niter giant, unveiled 
plan Invest £50m in a 
cony research labora- 
tory^ first outside the 
US.riU be based an the 
Wennbridge site, along- 
aideew £24m university 
coxcr laboratory, which 
hasfifited from a £12m 
giftn'BiU Gates, Micro- 
sofflJibnalre founder. 

H lifilner, professor of 
thd&l computer sci- 
ences toe move west- 
wartll allow far a 40 per 
ceDansion of the depart- 
mewhich offered the 
wo -first taught com- 
putnnse in toe 1960s. 

West Cambridge site 
is dated to underpin toe 
crei of a "silicon fen" 
wtuas been much talked 
abort has yet to materi- 
alh 

A Alec says: “We have 
thiry successful entre- 
preial culture, and we 
ha -these companies 
arc hut they are not 
grot to to full trees - 
the; tiddlers." 

Bamhridge cannot do 
thine The city planners 
nee support the West 
Cadge sate, which is set 
in Cambridgeshire coun- 
tryrSo do the regional 
powokers. 

Trice-chancellor and 
hk ] (jf b uginpguffi inti pH 
acacs are thinking big. 

In r plan. Cambridge 
woe the huh of a region 
streog to Peterborough 
in horfh, Norwich and 
Ipsvm the east, and Col- 
chetn toe south. 

V:, the region would 
be ed by Stansted air- 
porVhich would run 
sched transatlantic 
fligtnkfng Cambridge to 


EQs oak-panelled office is 
located tn Cambridge 
University's handsome “old 
schools" baHding in the 
cobbled-street heart of the 
medieval city, but Sir Alec 
Broers is not one of the 
"old school” of 
vice-chancellors. 

An Englishman, he grew 
up tn Australia and be still 
talks with an antipodean 
accent, even though he left 
Melbourne for Cambridge 
nearly 40 years ago. 

But ft is Sir Alec’s vision 
for Cambridge - toe 
university and toe city - 
which really sets him 
apart from his 
predecessors. 

Cambridge, for all its 
other worldliness, is the 
birthplace of some of toe 
key technological advances 
of toe 20th century - toe 
splitting of the atom, the 
discovery of DNA. Yet the 
university has failed to 
benefit from this, keeping 
its distance from toe 
pinstriped world of 
business. 

Sir Alec wants to change 
this, gnf i has already made 
a start, signing up 
partnership deala with 
global corporations such as 
Microsoft, BP and Unilever. 

All told, the university is 
benefiting by at least £45m 
from just these three deals, 
not counting toe £50m 
Microsoft is investing in a 
Cambridge-based company 
research laboratory. 

But it is not really about 
money, although with 
Cambridge set to lose 
its college fee Income 


next year, a few million 
does not go amiss- 

The central driving force 
is intellectual In the past 
Cambridge dons have 
resisted ties with 
companies, de fending what 
they see as a purity of 
intellectual thought 
unsullied by the grubby 
world of business. 

But according to Sir 
Alec, this argument 
displays “a 

misunderstanding of where 
human intellectual 
frontiers have moved”. The 
big questions - or, as he 
puts it, "toe fon and 
games” - are "in thereat 
world”. 

It is a way of thinking 
which evolved during his 
years as a US-based .. 
research executive at IBM, 
the computer conglomerate, 
which be joined after 
completing a PhD in 
mechanical sciences at 
Cambridge. 

Working with toe "real 
pros", as he calls his 
industry colleagues, be 
quickly learned that 
business could teach 
academics a thing or two. 

“It’s not simpler, it’s 
more complicated," he says, 
describing the challenge 
facing the researcher in 
industry. “It almost 
requires a greater 
intellect” Coming from an 
academic, is nothing if 
not radical, but Sir Alec 
does not stop there. 

Working in an Industrial 
laboratory, he says, 
requires a greater 
imagina tion, a greater 



Sr Alee The fun and games an in the real worfd* 


brashness of thought "We 
co u l d put a nwn on toe 
moon — without any trouble 
- but we don’t want to, 
we've lost the courage to do 
it, somehow.” 

Sir Alec, who is 60 this 
year, has been encouraging 
this bolder vision since he 
returned to Cambridge in 
1984, first as professor of 
electrical engineering, then 
as master of Churchill 
College, and for the last 
two years, as 
vice-chancellor. 

He has fast-forwarded 
plans for a massive science 
complex on the rural 
outskirts of the city which 
have been mooted since the 
mid-1960s. Microsoft’s 
research laboratory will be 
located there, as will a new 
BP Institute. 

Sir Alec is also p roposing 
a school of 

e n trep r eneurship, which 

Would help araHwniriillv - 

talented scientists and 
engineers start, toeir own 
spin-off companies. 

These are Mg steps - 
especially given Oxbridge’s 
traditional hands-off 


approach to business and 
business education. It 
suggests a preeminently 
technological vision of 
Cambridge’s future, 
although this is not to say 
that the arts and 
humanities have no place in 
the Cambridge of 
tomorrow. 

Sir Alec - a gifted - 
chorister who returned to 
academia after nearly 20 
years at 3M because, 
among other things, be 
wanted to enjoy again the 
cultural diversity of college 
life - says Cambridge’s mix 
of subjects gives it an edge 

over the science-based 
academies in the US. 

But it is a question of 
getting the balance right, 
and that changing 
toe emphasis, and changing 
the way people think. 

As he says: “It still 
staggers me that the top 
creative engineer is treated 
as a nobody in this country 
- yet, right now. they are 
determining the future of 
the human race." 

Simon Targett 
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Relishing a raft of challenges 


toe lectual heartland of 
the 


Cambridge Is fortunate 
Hermann Hauser stayed. 
Sometimes described as 
Britain’s BIB Gates - a 
misleading comparison, 
because he has proved an 
enabler rather than an 
empire-builder - he could 
easily have ended up in 
Silicon Valley, the spiritual 
home of all high-technology 
entrepreneurs. 

“I have often toyed with 
the idea," the 49-year-old 
Austrian says. "I spend a 
lot of time there and like it 
But 1 have a family in 
Cambridge and I feel 
comfortably integrated 
here." • 

■ Yon sense he also relishes 
the cha l lenge of trying, to 
spite of obstacles; to turn 
Cambridge into a global ' 
force. 

He classes himself with 
other “serial 
entrepreneurs”, such as 
Chris Evans, Peter Dave. 
Nowell Stabbing and Robin 
Saxby, who have learned . 
from the mistakes of toe 
1980s. 

Mr Hanser, who arrived 
in Cambridge as a language 
student and later did his 
PhD in physics there, 
founded Acorn, the home 
com put e r pioneer, in 1978. ' - 
The 1980s, he now says.' : 
was a period of “the blind 


leading the blind". There 
was a mutual lack of ■ 
understanding between the 
financial bu u imH/ww to - 
London and the 
entrepreneurs. 

Acorn, with its BBC 
Mian, at one stage had 60 
per cent of the UK personal 
computer market but ran 
into difficulties. 

“The thing we learned 
the hard way was that 
dominating a national 
market means nothing in 
the IT business," says Mr 
Hanser. “Yon have to have 
a global market share, 
which we did not" 

Since then he has been 
involved in companies 
which have created two 
dozen millionaires. Hardly 
anything happens in 
Cambridge without Mr . 
Hanser being part of it. He 
has mutated from 
entrepreneur to venture ' • 
capitalist with the launch 
last year of his brainchild 
Amadeus Capital Partners, . 
aimed at partly fillin g the 
funding gap for earty-stage. 7 
high-technology companies.. 

Amadeus, of which Mr 
Hauser is director, set out ' 
to raise' £S 0 m and has ' ' 
raised fiSJnv from Microsoft, 
and arangeofmstitHtkms. 
It has backed five.. . ’<> 

companies so far and wifi 


probably back another five 
this year. Tits is part of 
' Cambridge “starring to get 
its act together”, be says. 

He has great hopes of 
Advanced Rendering 
Technology (Art), toe first 
company in which Amadfens 
invested, and which is 
arousing Hollywood 
interest in its technique for 
speeding up animation. . 
"Rendering” is the process 
of replicating all the rays of 
Hgbt which bring an object 
' to life to the naked eyn . 

. “Itissocomputer- 
in tensive the film Toy Story, 
took a year to render. We 
are speedtog up toe process 
by a factor of 1,000, and ' 
therefore we could render 
Toy Story in. a day,” he 
says. It involves using 64 
enhanced processors at toe 
same time. 

If Art, which how 
employs' 20 staff maintains 
its technological leadership 
there is no reason- why it 
couldnotbe a bUllon-dellar 
company in five or 10 
; years, he says. The 
technique is applicable to ' 
advertising, promotional 
material, magazines and 
even high-grade personal - 
.computers. — 

. Mr Hauser believes 

Cambridge has. the. 
potential to create two or . 


three billion-dollar or 
billion-pound companies. 
He dismisses the notion 
that Cambridge is 
culturally ID at ease witb 
such empire-budding as 
“one of our local myths". 

TO grow faster it will 
need to overcome barriers. 

. Including anti -growth 
attitudes, he believes. In 
helping Wellcome Trust 
fight the refusal of 
planning permission for a 
new science park, he was 
amazed to find himself up 
against Andrew Lansley, 
Conservative MP for 
Cambridgeshire Sooth. 

“The Conservatives are 
beginning to profile 
themselves as an anti-high 
technology, anti -growth 
parly," he says, while 
Labour’s Ann Campbell, MP 
for Cambridge, has been 
supportive. 

The effect of such refusals 
would, he says, be to drive 
entrepreneurs abroad. "The 
price would be a 
reaffirmation of Britain’s 
age-old problem of being 
the first to invent, but then 
people say how terrible we 
can’t take advantage of it. 

It really bugs me that we 
are reliving onr history so 
many times." 

Brian Groom 


CRiL has long recognised the 
value of new technologies 


CRIL 



CRIL was instrumental in setting up and 
supporting the following companies: 

Cambridge Positioning Systems 
Cambridge Display Technology 
Cambridge Molecular Technologies 
Brax Genomics 
[mmunopo ration 

Cambridge Research and Innovation Limited 
13 Station Road, Cambridge CB1 2JB 
Telephone: 1444)01223 312856 
Fax (+44) 01223 365704 
www.criIufcmoa.oo.uk 


\TF5A ^ UNIVERSITY OF 

A1,i V 'I CAMBRIDGE 


Academic Excellence and 
Practical Business Relevance 

The Judge Institute is a provider of innovative, mteOecnialiy challenging and practical management 
education. The MBA brings together students from over 30 countries. Teaching encourages critical 
reflection and creativity, and promotes co-operative learning through cross-cultural team work. 

We urc looking for people with a rich variety of backgrounds. 

** least two years of work experience and outstanding academic achievements. 

The programme is available as a one year foil-time course ora two year sandwich course. 

For more information contact: The Graduate Office. The Judge Institute of Management Studies, 
The University of Cambridge. Trurapingtoo Street Cambridge, CB2 1 AG. UK. 

Tel: +44 (01 1223 337051/2/3 Fax: +44(0) 1223 339581 
&mait mba-enquuies@eng.cam jcoik Internet: bapjfwww.pm&jcm Jc.uk 


<- a n:»rnlyc ( mirrvrv a:wv to achieve the highr'.f quality in t cue kin” and research 


Cambridge home of 
Amersham Pharmacia Biotech UV/Visible Spectrophotometer 
and Amino Acid Analyser design, manufacture and marketing. 

Established on the Cambridge Science Park over 25 years ago, 
they continue to be one of Cambridge’s high tech, companies 
producing modem, innovative solutions for today's “fife scientist" 

Internet: httpy/www^pbiotech.com/ , ^ 

amersham pharmada biotech 
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Helping to change the world 

Michael Peel looks at some of the companies and individuals to have left their mark on the science map 


Cambridge can fairly claim 
that It has helped to change 
the world over the last 100 
years or so. The sample of 
breakthroughs listed in the 
university's innovation and 
technology prospectus 
makes awesome reading: the 
electron was discovered in 
1897, the atom was split in 
1923, the first successful digi- 
tal computer was developed 
in 1949, and the DNA struc- 
ture was worked out In 1 353 ,, 

Today, the university 
research is supplemented by 
work of the increasing num- 
ber of high-technology com- 
panies based in anrf aro und 
Cambridge. Some of these 
businesses exploit technol- 
ogy developed at the univer- 
sity or at the many commer- 
cially-funded laboratories in 
the area. These examples 
hint at the variety of innova- 
tive projects in progress. 

■ Aids Genetics is working 
with New York’s Boyce 
Thompson Institute for Plant 
Research to develop vaccines 
from plants to treat diseases 
ranging from hepatitis B to 
cholera. 

The company uses plant 
viruses that have been 
altered by insertion of a 
small portion of a foreign 
protein. The viruses are 
inoculated in a plant, where 
they multiply via the organ- 
ism's natural process of rep- 
lication. The modified 
viruses are then extracted 
and formulated Into the vac- 
cine. 

Axis plans to devise vac- 
cines that can be delivered 
in edible plants, removing 
the need for injections. The 
company hopes to bring edi- 
ble vaccines to the market 
within four to five years. 

The Boyce Thompson 
Institute achieved promising 
results whan it fed 
volunteers potato genetically 
engineered to produce part 
of the toxin secreted by the 
£ coll bacteria that cause 
travellers diarrhoea, 
volunteers suffered no 
ill-effects and tests showed 
that the potatoes stimulated 
their immune system to 
mute antibodies against the 
bacterial toxin poison. 

■ Cambridge Display Tech- 
nology hopes later this year 


to unveil the world’s first 
colour video display based 
on light-emitting polymers. 
The new device would be 
tighter and thinne r con- 
ventional displays. 

GDT earlier this year dem- 
onstrated a small display 
produced in collaboration 
with Seiko Epson, the Japa- 
nese electronics company, 

and based on light-emitting 
electronic polymer technol- 
ogy. 

Polymers are molecules 
which are made up of repeat- 
ing units. Electronic poly- 
mers conduct electricity 
through mobile electrons 
that exist in clouds above 
and below the polymer 
chain. 

Some electronic polymers 
emit light when they are 
attached to a pair of elec- 
trodes. These material* are 
the product of research car- 
ried out at the university by 
Richard Friend and Andrew 
Holmes. The two scientists 
patented their work and set 
up CDT in 1992. 

■ Iris recognition, the secu- 
rity technique beloved of spy 
and science fiction films. 
could soon be used to iden- 
tity customers who want to 
take money out of cash 
machines. Nationwide Build- 
ing Society is testing 
manhmuR based on technol- 
ogy devised by John Dang- 
man of Cambridge univer- 
sity. 

Mr Daogman invented a 
method of representing 
mathematically the pattern 
found on the iris, the col- 


oured tissue that surrounds 
the pupil. Every person has 
a unique iris patten. Using 
Mr Daugman's method, a 
computer can within sec- 
onds compare a customer's 
iris with a pattern stored cm 
a central riabtha^e 

■ Other university research- 
ers have turned their atten- 
tion to distinguishing varia- 
tions in the human voice. A 
group led by Steve Young, 
Phil Woodward and Tony 
Robinson of the engineering 
department has for the last 
two years won an interna- 
tional competition for speech 
recognition run by the 
American Advanced 
Resea r ch Projects Agency. 
The university team 
defeated competition from 
researchers working for 
large companies such as 
IBM. The work has implica- 
tions for telecommunica- 
tions industries, and could 
eventually lead to the 
replacement of conventional 
ward processing. 

■ Ross Anderson, of the uni- 
versity's computer labora- 
tory, has been working with 
a US-based researcher to 
develop methods of unlock- 
ing smartcards and other 
supposedly secure electronic 
devices. The work could help 
prevent fraud and is of great 
interest to banks, as well as 
to intelligence organisations. 

■ Cyberlife Technology’s 
modest aim is to develop “all 
the necessary structures and 
systems for the creation of 
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Brian Groom profiles some 
of the leading companies 
operating in Cambridge 

ARM Holdings 

ARM Holdings, the value of 
which has doubled since its 
£264m flotation on the 
London Stock Exchange and 
the US Nasdaq market in 
April, is currently 
everybody’s fevnurite 
Cambridge stock. 

It Is also the hottest tty to 
be Cambridge’s first real 
bfflian-dollar company, after 
Ionica achieved the accolade, 
then fell from grace. 
“Frankly I don't think about 
such things,” says Robin 
Saxby, chairman and chief 
executive. “You .do the best 
for the business.” 

ARM. spun off by the 
Acorn computer group in 
1983. d e s i gn s 
high-performance 

“embedded'' chips, used to 
power portable and 
frtntmmgr devices such as 
handhel d oomiiilliUS 3Dd 
set-tty boxes. It licenses its 
technology to companies 
including Texas Instruments 
and NEC. This year it has 
added IBM, Matsushita and 


Seiko Epson to its licensees. 

Last year ARM's turnover 
grew by 59 per cent, after 
three years of 80 pa- cent 
annual growth. In the first 
quarter of this year prefax 
profits more than doubled 
from £772,000 to £1.6m, on 
turnover 66 per cent higher 
at £8. 65m. 

The company employs 
about 300, two-thirds in 
Cambridge and the rest in 
Maidenhead. Tokyo. Seoul, 
Munich and three US offices. 


Domino Printing 
Sciences 

The company, which makes 
ink-jet and laser printing 
and coding equipment is 
one of the few anginal 
Cambridge Phenomenon 
companies from the 1980s 
gtiii trading independently. 

Nigel Bond, who became 
managing director last 
November, plans to more 
than double its £I2lm 
turnover within five years. 
He does not mind whether it 
is done by organic growth, 
acquisitions or strategic 
alliances. 
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FAG (UK) Ltd and Telford: 
Made for each other, 

FAB 

BAG (UX) Ltd. 


1 (01952) 208100. As (01952) 2939*0 


The economic downturn in 
the Asia Pacific region got 
thing s off to a difficult start, 
restraining growth in 
first-half pre-tax profits to 2 
percent, to £43m. on 
turnover 5 per cent higher at 
£57-9rn. 

Sales fell in South Korea, 

Tnrinnacia and Thailand but 
performed strongly in China, 
where laser printers for the 
tobacco industry were in 
demand. Analysts predict a 
modest rise in fidl-year 
pre-tax profits from ElLSm 
to£UL9m. 

Domino has recovered, 
however, from ink supply 
problems in 1995: it now 
makes 95 per cent of the hnita 
used in its machines. It bas 
rejuvenated a large part of 
its product range and cut UK 
costs, which pleased 
investors. 

Mr Bond, who has held 
several posts since joining 
TY wnhm ng financial 
controller in 1987. wants to 
add new life to a group 
which, he says, “was 
starting to get a Bttle bit 
sleepy”. He has reorganised 
it into four business units, 
and gave each director a 
deadline for a plan to 
increase sales. 

For Cambridge, there have 
been benefits in having a 
reasonably large company 
like Domino. A cluster of 
suppliers and other 
printing companies bas 
grown around it 

Cantab Pharms 

This has been a difficult year 
for biotechnology companies 
as investors became nervous 
about the risks of the sector 
amid the controversy 
surrounding British Biotech. 
Cantab Pharmaceuticals, 
along with other Cambridge 

«nnpartiftfi SUCh as 

Chirosdence, has done more 

than most to keep 
expectations within 
reasonable bounds. 

Cantab, co-fbunded by 
Alan Monro (now master of 
Christ’s College) and 
Stephen Bunting, of 
Abingwarth. Management, in 
1989, is one of the largest 
companies on Cambridge 


truly intelligent artificial life 
forms”. It models its 
attempts to create artificial 
life on biological systems. 

The company says it has 
used its software to con- 
struct artificial organisms 
that are capable of interact- 
ing with thefr environments. 
They are able to reason and 
learn from their surround- 
ings. The cyber-organisms 
contain simulations of body 
chemistry, as weQ as virtual 
genes that can be used to 
generate “offspring”. 

The company has since 
1996 devoted all of its efforts 
on research development 

and cr^ra pT fnalianU nm of its 
CyberLife technology, 
although it admits that 
much work remains to be 
done. As it says: “The 
time required for develop- 
m e n t 

of all the necessary know- 
ledge for creating human- 
level artificial intelligence, 
or even whether it may not 
be achieved, is uncertain.” 

■ Olivetti & Oracle 
Research Laboratosy is also 
attempting to bridge the gap 
between machines and the 
real world. It is trying to 
make computers aware of 
the envi ronment and to give 
them the ability to make use 
of the information. 

The laboratory aims to 
design and develop new 
technologies in the fields of 
computer and communica- 
tions en gi peering The insti- 
tution several years ago 
developed Active Badges, 
wearable computers which 
emit infrared si gnals to 
allow the wearer to he iden- 
tified and located. 

The laboratory has strong 
links with Cambridge uni- 
versity and its research is 
directed by Andrew Hopper, 
a computer engineer and 
professor of communications 
engineering at the univer- 
sity. 

■ Xaar. an ink-jet printing 
technology group, recently 
signed an agreement to col- 
laborate with Cambridge 
Consultants, which makes 
industrial devices, to design 
and produce systems that 
will enable computer-con- 
trolled, full-colour printing 
on packaging. 


Science Park, where it is 
building a new£10m 
research and development 
facility. 

The company uses 
technology to boost the 
body’s Immune system in 
the fight against disease. A 
leader in immunotherapy 
and gene delivery, it is 
developing products to treat 
and prevent diseases such as 
genital herpes, genital warts 
and cervical canes*. 

Last year it signed a 
licence agreement with 
Glaxo Wellcome, providing 
Cantab with development 
fees, milestone payments 
and royalties for its genital 
herpes programme, h also 
has collaborative projects 
with SuuthKhne Beecham 
on genital warts, and Pfizer 
on hopes in animals. 

The Glaxo deal helped 
Cantab cut pre-tax loses last 
year by 27 per cent to £3.2m. 
on turnover which more 
than doubled to £7.7m. In 
this year’s first quarter it 
made a loss of SL22. It is 
expected to move into the 
black in 2002. 

The market finds it hard 
to evaluate biotechnology 
companies, only one in 
20 of which, according 
to style observers, wOl 
succeed. At least in 
Cambridge there are 
enough experts around to 
judge the scientific 
value of companies’ 
research. 


Cadcentre 

Cadcentre, a software 
company which makes 
computer-aided design 
programmes, has been 
around longer than most 
Cambridge high-technology 
businesses. A year ago it 
celebrated its 30th 
anniversary, the survivor of 
what were once a dozen such 
companies. 

Not that its technology is 
old hat Cadcentre has just 
been honoured by the US 
Smi thsonian institution for 
its work on the “Virtual 
Plant", a project which 
allows engineers to create a 
three-dimensional 


Xaar has already begun 
discussions with blue chip 
companies eager to exploit 
jnk-5 and jet printheads that 
allow high-speed printing at 
near photographic quality. 
"Mass customisation has 
been the holy grail of the 
purkag ing industry for many 
years," says Paul Autoh, 
chairman of Cambridge Con- 
sultants. 

■ Scientists at the Medical 
Research Council’s Labora- 
tory of Molecular Biology in 
Cambridge have devised a 
new technique to study the 
structures of viruses. The 
work may help in the search 
for vaccines for a range of 

The team used electron 
microscope ^ TTia g pc to reveal 
the structure of the protein 
that forms t he core of the 
hepatitis B virus. Traditional 
methods of analysis, involv- 
ing tiie irradiation of crys- 
tals with X-rays, are not 
always suitable, as some 
substances are hard to iso- 
late in crystalline form. 

As the structure of the 
protein could not be deter- 
mined simply from looking 
at the electron microscope 
images, th* hwm combined 
images of more than 6,000 
particles of protein to pro- 
duce an analysis that 
revealed details up to four 
times small er than had been 
observed previously. 

■ The Wellcome Trust, the 
world’s wealthiest charity, 
has said that its Sanger Cen- 
tre near Cambridge will 
work out one-third of the 
h uman genome as part of 
the Human Genome Project, 
the international effort to 
crack the genetic code. Well- 
come, which recently dou- 
bled its inves tment in non- 
commercial gene sequenc- 
ing, bad previously commit- 
ted itself to sequencing one- 
sixth of the genome. 

Sci entis ts estimate that 
there are about 80,000 
human genes. The., project 
aims to shed light, on the 
way human heatth,is deter- 
mined by genes and environ- 
mental factors. 

Subsequent research will 
focus on individual genetic 
variations and the factors 
that switch genes cm and off. 


simulation trf a process plant 
before It is built, and then 
“test drive" it to see how it 
performs. , 

Cadcentre supplies many 
blue chip companies in ofi 
and gas, chemicals, 
pharmaceuticals erxt paper 
and pulp. It has 88 per cent 
of the world market for plant 
designed and installed nsin g 
3-D design software, having 
closed the gap in recent 

years with its US rival, 
Intergraph, which has 38 per 
emit 

Founded Initially by the 
government to introduce 
computer-aided design to 
British industry, Cadcentre 
was bought out its 
management in 1994 and 
floated on the stock market 
in 1996. 

Cadcentre recently 
announced a 23 per 
increase in annnal operating 
profits to £2ASm, despite a 
decline in sales in Asia, 
where industrial projects in 
which its software was to be 
used were postponed. 

The coming year will not 
be easy but it is making 
headway in the Americas, 
where revenues were up 15 
per cent last year. “Costs are 
under control and 
productivity is good.” says 
Crispin Gray, chief 
executive. Analysts forecast 
a rise in annual pre-tax 
profits from £&.75m to 
between £3.1® and £3^m. 

Ionica 

Ionica blamed delays in 
getting base stations 
operational quickly enough, 
and in testing software 
which would doable their 
capacity. By late spring it 
had struggled to about 50,000 
conn fictions, compared with 
200,000 projected by the end. 
of this year. The City said its 
problems were as much 
managerial as technical. 

The company Insists its 
technology, which allows it 
to compete with British 
Telecommunications at low 
cost, is right for the future, 
but Ionica’s prospects will 
depend on how it plus a 
funding gap which some 
analysts put at up to £800 ql 



Ffrkta hlghsTsWoni to tuimcttm a *119 share of ow hm> presets 


TELFORD OVERVIEW 


Ambition supported 
by job opportunities 


Juliette Jowit examines the reasons 
behind the transformation of a collection 
of villages into a thriving town 


Telford is the stealth bomber 
of UK inward investment 
Quietly, ruthlessly and with 
careful targeting, the town 
has staked its rf»»iw> to an 
ever-bigger share of overseas 
projects. 

The town is now recog- 
nised as the fifth-fastest 
growing in the UK. and in so 
lining fr hat alwft fthang ed its 
whole raison d’etre. 

“It's the whole conundrum 
about what drives Telford: 
initially it was hnngfog, hut 
in the last 15 years it’s been 
jobs," says Rob Hartley, of 
Telford Development 
Agency. 

Thirty years ago the Com- 
mission for New Towns cre- 
ated Telford from a collec- 
tion of villages in the 
redundant coal fields of east 
Shropshire. 

Three decades on, the pop- 
ulation has risen from 75,000 
to 1254XX) and is still grow- 
ing at nearly 2 per cent a 
year, four times the national 
average. 

To begin with this was 
driven by demand for new 
housing from nearby urban 
conurbations in the Black 
Country, Bi rmingham and 
Wolverhampton. More 
recently it has been above- 
average birth rates resulting 
tram the previous influx of 
young families, and betts-- 
than -average job prospects. 

Forty thousand jobs have 
been created since the new 
town was established. Unem- 
ployment, at just over 3 per 
cent, is around half the 
national average. 

Earlier this year Business 
Strategies, the research 
agency, declared Telford the 
fifth-fastest growing town in 
the UK over 15 years, mea- 
sured by employment. 

The driver behind this 
growth has been investment 
by overseas companies of 
more than OLbn of private 
and £lbn of public money 
since 1983. In that time 150 
foreign -owned companies 
have set up operations, 
creating 15,000 jobs - one in 
five ctf all jobs in the area. 

Key investors include 
Epson, the Japanese printer 
manufacturer, which 
employs 2,300, and Elec- 
tronic Data Systems, which 
plans to expand the work- 
force at its IT support centre 
to 2500 by the end of the 
year. 

But UK investment in new 
and expanding operations, 
often servicing larger inves- 
tors, has also been vital, 
says Mr Hartley. 

“Although the foreign 
investment has been critical 
there’s no doubt that the 
number of UK companies 
has also been very important 
indeed. Some major UK and 
smaller companies have 
moved to the town as wen." 

Telford has also benefited 


greatly from rapid growth in 
many sectors. 

EDS started off employing 
240 staff in 1994. since when 
the figure bas risen tenfold. 
Denso Manufacturing, the 
Japanese car radiator maker, 
is recruiting 350 staff, taking 
the total to 1,150. Other cur- 
rent expansions include 200 
jobs at Windsor Life Assur- 
ance; 100 at Tatung, the Tai- 
wanese television and com- 
puter monitor maker. 100 at 
NEC Technologies, the Japa- 
nese digital mobile phone 
company; and 200 at Sie- 
mens, the German plastic 
wi gtne components plant. 

Exponential growth has 
demanded 25,000 new 
houses, factory plants and 
roads be built among the 
green fields and picturesque 
villages. 

For this developers have 
been criticised for ruining 
much of the charm of the 
traditional communities 
near the Welsh border, 20 
miles west of Birmingham. 

But the area still offers an 
unbeatable compromise 
between a rural quality of 
life and convenient location, 
claims the development 
agency. Companies have 
easy access, via the M54, to 
the main motorways north 
to Manchester and Liver- 
pool. via Birmingham to the 
east, and to the south coast 
and London. 

Other attractions boasted 
by the agency indude 1,000 
acres of development land, 
relatively low rents, and a 
pool of 300,000 staff In the 
travel-to-work area. 

These structural advan- 
tages of a large conurbation 
are complimented by tbe 
benefits of operating on the 
scale of a small town, says 
Mr Hartley, who is also bead 
of economic development at 
the local council. “We are 
small, but we have got the 
strength and speed of 
response to be able to deliver 
services very quickly, that is 
one of our edges." 

All this has been nurtured 
within a calculated strategy 
to build up the critical mass 
of the economy. 

“It has come in three 
waves; first the manufactur- 
ers, then components suppli- 
ers followed them, and then 
the manufacturers expan- 
ded." 

Manufacturing employ- 
ment now accounts for 44 
per cent of the workforce, 
double tbe national average. 

Traditional “metal bash- 
ing” industries still have a 
strong presence, including 
Aga-Rayburn, the cooker 
company. 

Over the last three 
decades, though, other sig- 
nificant sectors have grown 
up: automotive components, 
led by GKN; electrical goods; 
and more recently plastics 


and polymers. In these busi- 
nesses. growth is being har- 
nessed through encouraging 
research and development. 

Many of the leading expan- 
sions taking place arc for 
new technology developed 
by companies since arriving. 
The plastics and polymers 
industry training • and R&D 
bodies are both in Telford. 

Much is also being 
invested in making sure 
indigenous companies capi- 
talise on tbe new opportuni- 
ties. 

Business Link Shropshire, 
which covers about 4,000 
small and medium enter- 
prises, has expanded its net- 
work of advisors to 15, and 
tbe range of services. 

It is particularly targeting 
the 96 per cent of micro-busi- 
nesses, those employing only 
one to five workers. 

“We are doing this so we 
can increase job availability 
and increase sustainability, 
by trying to get the smaller 
companies to stay in busi- 
ness for the first five years, 
when 75 per cent normally 
fail." says Louise Harper, 
marketing manager. 

Increasingly the region is 
also looking towards emerg- 
ing markets, especially call 
centres and the ‘added value’ 
end of the food chain. 

Four call centres have 
been set up recently, includ- 
ing 450 jobs for Scoot, the 
freephone enquiries service. 
Attention is especially 
focused on the high-tech end 
of the market, led by EDS. 

Agro-businesses already 
won include Perry Foods, 
which will employ 400 at its 
chicken processing plant. 
The area's forming tradition 
and existing R&D work - led 
by the agriculture ministry 
- are expected to attract 
more, 

Telford's success in 
attracting not just jobs but 
prosperity - last year it was 
second only to Birmingham 
in the West Midlands - has 
been remarkably low profile. 
“It’s probably better known 
in Japan and Taiwan than 
many parts of the UK." says 
Mr Hartley. 

The slow and steady 
approach has had its bene- 
fits: a large number of 
smaller investors expanding 
their businesses gradually 
spread the risk of failure and 
offer longer growth pros- 
pects. 

The dig-them-deep-build- 
them-high strategy bas 
worked well so far and will 
continue. The challenge now 
is to develop Telford into a 
mature economy, but main- 
tain the advantages of 
•youth*, says Rob Hartley. 

“It’s made enormous 
strides from a depressed 
coalfield environment into a 
forward thinking town that’s 
perhaps still defining what it 
wants at the nest stage. 

“What’s exciting about 
Telford is it can really look 
ahead and not be tied down 
by too much tradition." 


r OUNG WORKING TOWN SEEKS 
LIVELY INTELLIGENT COMPANY. 

For full details including pkotos, pkone: 01952 237741 


wi: wwwteJforAgOT.ui 
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Juliette Jowit, Midlands Correspondent, provides a snapshot view of three of the thriving town’s lead ing employers 

GKN remains 
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Heavy metal: armoured vehicles are Important business for GKN 


Ftoota* Tettard Journal 


positive 

GKN, the engineering 
group, is Telford’s biggest 
private-sector employer and 
has been a key driver of 
recent industrial growth, 
especially In the automotive 
components sector. 

The £3.4bn-a-year group 
has three operations in the 
town, employing a total of 
3.000 staff out of a group 
total of 47,000 worldwide. 

GKN Defence, with 500 
employees, makes light 
armoured vehicles. Abo at 60 
per cent of sales are to the 
UK ministry of defence and 
the rest are exported, most 
recently to Kuwait. 

Earlier this year the 
company scored a coup with 
the £800m contract for the 
new MEAV armoured car 
being developed by the UK, 
French and German 
governments. 

The bulk of the 
employment, though, Is with 


GKN Sankey, the 
automotive components 
arm. which supplies chassis 
and. sub-frames to 
manufacturers such as 
Range Rover and 
Jaguar. 

The third operation is 
GKN AgriTech, which 
supplies cabs and wheels for 
farm and off-road 
vehicles. 

Engineering, particularly 
in the cyclical auto sector, 
has been shaken by the 
south-east Asian economic 
crisis, high Interest rates 
and the strong pound. In 
June CRN’s share price fell 
after the group admitted 
order books were thin. 

But the company remains 
positive, pointing out the 
troubled south-east Aslan 
economies accounted for 
only 0.3 per cent of sales 
last year, and defence orders 
have proved resilient 
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Aga-Raybum 


i the right recipe If the economy slows 
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TELFORb 





Set in the Shropshire countryside. Telford offers a u uie range of 
housing, old and new, to suit everyone's needs. 


V 


The famous Ironbridge is both a legacy of the 
Industrial Revolution and a testament to Telford's 
unstoppable business success. £2,000 million of public 
and private investment have made it the 

• ' \ 

region's fastest growing town, and CNT, ■ 

England's largest owner of development 
land, has a wide range of prime develop- 
ment sites available here for fast-track sale. 

But business isn't the only success story 
in Telford. There's also an excellent ■ y 

quality of life, with the South - /“ 

Shropshire Hills, Snowdonia 
and the beautiful Welsh coast all in easy 
reach; a wide range of sports and leisure 
facilities; attractive homes in Telford and 
the surrounding villages; and one of 
Europe's biggest town parks right 
next u» the magnificent Telford 
Shopping Centre. 

Wherever you are 

in Telford, you’re no more than 10 minutes from 
the motorway system, with rapid access to key 
regional and national markets and the region's 
major airports. 

Talk to CNT or the Tel ford Development Agency. 

High quality greenfield sites allow companies to develop the right pn-mnei Exp.inding companies in the quality service and high-rech s*.wrs from :/ie 

Were ready to help you find success here in Telford. for their busmen DA ami overseas abound in Telford. 



There's a superb and constamly expiindhtg choice of all hruls of shopping 
facilities, fmm small specialist shops to familiar High Street names 



LOCATIONS MADE FOR BUSINESS SUCCESS. 


CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES IN 10 KEY LOCATIONS THROUGHOUT ENGLAND- 
BASILDON BRACKNELL CENTRAL LANCASHIRE CORBY CRAWLEY HARLOW HATFIELD HEMEL HEMPSTEAD MILTON KEYNES NORTHAMPTON 
PETERBOROUGH REDDITC.H RUNCORN SKELMERSDALE STEVENAGE TELFORD WARRINGTON WASHINGTON WLIAVYN GARDEN CITY 


CALL 01952 293131 FOR DETAILS. 

e-mail: miilbndwavnt.org ufc internet: http://ww.citt.org.uk 






Aga is starting to 
feel the heat 
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Unknown to many, Telford 
is home of the Aga-Raybnru 
cooker - a trademark of 
English country life and a 
symbol of the town's 
traditional industrial 
heritage. 

Although seen as 
quintessential^ English, the 
Aga was invented in Sweden 
in the 1920s by Dr Gustaf 
Dalen, whose industrial gas 
company Aktiebolaget Gas 
Accumulator gave Its 
initials to the name. 

Manufacture of the 
cookers in the UK started in 
1932 and was acquired by 
present owners, the 
Glynwed International 
engineering group, in 1969, 

The company now 
employs 600 people at 
Ketley. where Rayburn 
cookers are also made, and 
at the foundry three miles 


away at Iron Bridge - the 
seat of the industrial 
revolution. 

Over the years the 
traditional iron furnace 
stoves have been adapted 
from solid fuel to also work 
on oil, gas and electricity, 
and models have been 
developed to operate central 
heating and hot water 
systems. 

The laying-off of 60 
workers earlier this year 
signalled the problems 
companies such as 
Aga-Rayburn may suffer in 
the coming years if. as 
expected, the economy 
begins to slow. 

Glynwed's current 
restructuring puts the 
consumer products division, 
including Aga-Rayburn, at 
the core of the group's 
operations. 
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EDS: Many of Its staff work on IT systems for the inland Revenue 

EDS may provide 
encouragement 


Building a strong service 
sector is seen as a 
vital step towards Telford’s 
economic maturity. In this, 
EDS, the IT support 
operator, embodies all the 
town's hopes and 
aspirations. 

The US-owned company 
arrived In 1994 and set up a 
240-strong operation which 
has already grown to 1,500, 
mainly working on IT 
systems for the Inlan d 
Revenue. 

By the end of this year the 
company expects to employ 
2,500 in Telford - making it 
one of the biggest single 
employers in the area. 

The growth of EDS - the 
first call centre in Telford- 
is measured not just in jobs 
but also the type and 
quality of work it offers, 

Telford is one of many 


towns pinning hopes of 
future growth on the 
rapidly-expanding call 
centre market which has 
had such a strong impact on 
the economy of Ireland, 
among others. 

It is hoped EDS's success 
win be an attraction to 
other companies considering 
where to site their 
businesses, especially other 
high-tech operations 
offering better-paid Jobs. 
EDS, for example, says 80 
per cent of Jobs are for 
graduates. 

Competition for call 
centres Is beating up in 
other regions of the UK and 
continental Europe, but 
Telford has already won 
three more businesses and 
its record so far in inward 
investment suggests it will 
put up a good fight. 
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